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TIT LE 5—ADMINISTRATIVE 
PERSONNEL 

Chapter III—Foreign and Territorial 
Compensation 

Svb-cHoptor B—Th« S#<r«»ofy of Slolo 
(Dept. Reg. 106.3181 

Part 325— Additional Compensation in 
Foreign Areas 

DESIGNATION OF DIFFERENTIAL POSTS 

Section 325.11 Designation of differen¬ 
tial posts , is nmendcd ns follows, effective 
on the dates indicated: 

1. Effective as of the beginning of the 
first pay period following May 8, 1954. 
paragraph (a) is amended by the dele¬ 
tion of the following posts: 

British Guiana, All posts. 

2 Effective as of the beginning of the 
first pay period following May 8. 1954, 
paragraph (c) is amended by the dele¬ 
tion of the following post: 

Santiago, Dominican Republic. 

3. Effective as of the beginning of the 
first pay period following May 8. 1954. 
paragraph (d) is amended by the dele¬ 
tion of the following posts: 

Benghazi. Libya. 

Wheelu* Field. Libya. 

Tripoli. Libya. 

4. Effective as of the beginning of the 
first day period following May 8. 1954, 
paragraph (a) is amended by the addi¬ 
tion of the following posts: 

British Ouiana. all poets except George¬ 
town. 

5. Effective as of the beginning of the 
first pay period following January 16, 
1954. paragraph (b) is amended by the 
addition of the following post: 

Foret des Pins, Haiti. 

6. Effective as of the beginning of the 
first pay period following May 8. 1954. 
paragraph <b> Is amended by the addi¬ 
tion of the following post: 

Georgetown. Brltlah Guiana. 

7. Effective as of the beginning of the 
first pay period following May 8. 1954. 
paragraph <c) is amended by the addi¬ 
tion of the following post: 

Santiago dc ioe Caballero®, Dominican Re¬ 
public. 


8. Effective as of the beginning of the 
first pay period following May 10, 1952, 
paragraph (d) is amended by the addi¬ 
tion of the following posts: 

Libya, all poeU. 

9. Effective as of the beginning of the 
first pay period following November 7. 
1953. paragraph <d> is amended by the 
deletion of the following posts: 

Libya, all posts. 

10. Effective as of the beginning of the 
first pay period following November 7. 
1953, paragraph <d) is amended by the 
addition of the following posts: 

Libya, all posU except E Awelia. 

(Sec. 102. Part I. E. O. 10.000. 13 F. R. 5453; 
8 CFR. 1M8 Supp ) 

Effective: May 10. 1954. 

For the Secretary of State. 

Edward T. Wailes. 
Assistant Secretary. 

April 27. 1954. 

(F. R. Doc. 54-3433: Filed. May 7, 1054; 
8:45 a. m ] 


HUE 7 —AGRICULTURE 

Chapter I—Agricultural Marketing 
Service (Standard*, Inspection*, 
Marketing Practice*), Deportment 
of Agriculture 

Part 52—Processed Fruits akd Vege¬ 
tables. Processed Products Tuerect, 
and Certain Other Processed Food 
Products 

SUBPART—U. 8. STANDARDS FOR GRADES OF 
PEELED POTATOES * 

On September 5,1953. a notice of pro¬ 
posed rule making was published in the 
Federal Register (18 F. R. 5389) regard¬ 
ing proposed United States Standards 
for Grades of Peeled Potatoes. 

After consideration of all relevant 
matters presented. Including the pro¬ 
posal set forth in the aforesaid notice, 
the following United States Standards 


i The require menta of these standarda ahall 
not excuse failure to comply with the provi¬ 
sions of the Federal Food. Drug, and Cos¬ 
metic Act. 

(Continued on next page) 
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Published dally, except Sunday*. Monday#, 
and days following official Federal holidays, 
by the Federal Register Division. National 
Archives and Records Service. General Serv¬ 
ices Administration, pursuant to the au¬ 
thority contained in the Federal Register 
Act. approved July 26. 1935 (49 SUt. 600. as 
amended; 44 U. 8. C., ch. 8B). under regula¬ 
tions prescribed by the Administrative Com¬ 
mittee of the Federal Register, approved by 
tbe President. Distribution Is made only by 
the Superintendent of Documents. Govern¬ 
ment Printing Office, Washington 25. D. C. 

The regulatory material appearing herein 
is keyed to the Code of Federal Regulations, 
which is published, under 50 titles, pursuant 
to section 11 of the Federal Register Act, as 
amended August 5. 1963. 

The Fkdoul Rcotsm will be furnished by 
mall to subscribers, free of postage, for $1.50 
per month or $15.00 per year, payable In 
advance. The charge for Individual copies 
(minimum 154) varies In proportion to the 
size of the Issue. Remit check or money 
order, made payable to the Superintendent 
of Documents, directly to the Government 
Prlutlng Office. Washington 25. D. C. 

There are no restrictions on the republlca- 
tlon of material appearing In the Fbdkiul 
R aotsm. 
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for Grades of Peeled Potatoes arc hereby 
promulgated pursuant to the authority 
contained in the Agricultural Market¬ 
ing Act of 1946 (60 SUt. 1087 et seq.. 7 
U. S. C. 1621 et seq.) and the Department 
of Agriculture Appropriation Act. 1954 
(Pub. Law 156. 83d Cong., approved July 
28, 1953). 
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Authority: 115X2421 to 62.2433 Issued 
under sec. 205. 60 Slat. 1090. 67 SUL 205; 7 
U. 8 . C. 1624. 


sonably uniform In size. If the total score 
is not less than 85 points. 

<b) "U. S. Grade B M or "U. 8. Extra 
Standard’’ is the Quality of peeled pota¬ 
toes that may or may not possess similar 
varietal characteristics: that possess a 
normal flavor and odor: that possess a 
reasonably good color; that are reason¬ 
ably free from defects: that possess a 
reasonably good texture: that arc rea¬ 
sonably uniform in size; and that score 
not less than 70 points when scored in 
accordance with the scoring system out¬ 
lined in this subpart. 

(c) "Substandard" Is the quality of 
peeled potatoes that fail to meet the re¬ 
quirements of U. S. Grade B or U. S. 
Extra Standard. 

sizes 

5 52.2424 Size of peeled whole and 
peeled whole and cut potatoes. <a) The 
size of a round or intermediate shaped 
whole potato is determined by measur¬ 
ing the largest diameter at right angles 
to its longitudinal axis. 

<b) The size of long varieties and 
whole and cut potatoes is determined by 


varietal characteristics, and when 
cooked until tender the potatoes show no 
appreciable discoloration as a result of 
cooking. 

<b) <B ) classification. If the peeled 
potatoes possess a reasonably good color, 
a score of 14 to 18 points may be given. 
Peeled potatoes that fall into this classi¬ 
fication shall not be graded above U. 8. 
Grade B or U. 8. Extra Standard, re¬ 
gardless of the total score for the product 
(this is a limiting rule). "Reasonably 
good color" means that the peeled pota¬ 
toes possess a reasonably uniform color: 
the color of the units, individually or col¬ 
lectively. may be variable, dull, slightly 
oxidized, or otherwise discolored but not 
to the extent that the appearance is ma¬ 
terially affected. When cooked until 
tender, the potatoes show no material 
discoloration as a result of cooking. 

(c) (SStd.) classification . Peeled po¬ 
tatoes that for any reason fail to meet 
the requirements of paragraph (b) of 
this section may be given a score of 0 to 
13 points and shall not be graded above 
Substandard, regardless of the total 
score for the product (this is a limiting 


PRODUCT DXSCRimON, STYLES, AND GRADES 

1 52.2421 Product description. 
"Peeled potatoes" are clean, sound, fresh 
tubers of the potato plant prepared by 
washing, peeling, trimming, sorting, 
and by proper treatment to prevent dis¬ 
coloration, by the use of sulfur dioxide 
<SO,> or other means which may be 
permissible under the provisions of the 
Federal Food, Drug, and Cosmetic Act 
The product is properly packed in suit¬ 
able containers and securely closed to 
maintain the product in a sanitary 
condition. 

§ 52.2422 Styles of peeled potatoes . 
(a) "Whole" means peeled potatoes 
consisting of whole potatoes that retain 
the approximate original conformation 
of the whole potato. 

(b) "Whole and cut" means peeled 
potatoes consisting of not less than 50 
percent, by weight, of whole potatoes and 
the remainder cut into pieces. 

<c) "Cut and whole" means peeled 
potatoes consisting of less than 50 per¬ 
cent. by weight, of whole potatoes, and 
the remainder cut into pieces. 

(d) "Sliced” means peeled potatoes 
consisting of potato slices of practically 
uniform thickness with parallel surfaces. 

(c) "Diced” means peeled potatoes 
consisting of cubed potatoes. 

<f) "French style” or "shoestring" 
means peeled potatoes consisting of 
strips of potatoes. 

(g) "Cut” means peeled potatoes cut 
into pieces which do not conform to any 
of the foregoing styles. 

5 52.2423 Grades of peeled potatoes. 
(a) "U. S. Grade A" or "U. 8. Fancy" is 
the quality of peeled potatoes that pos¬ 
sess similar varietal characteristics; that 
possess a normal flavor and odor; that 
possess a good color; that arc practically 
free from defects; that possess a good 
texture; that arc practically uniform in 
size; and that for those factors which are 
scored in accordance with the scoring 
system outlined in this subpart the total 
score is not less than 85 points: Provided , 
That the peeled potatoes may be rea- 


weighing. 

5 52.2425 Size of potato slices In sliced 
potatoes. The size of any slice in sliced 
potatoes is determined by measuring the 
smallest diameter of the largest surface 
of the slice. 

FACTORS 0? QUALITY 

5 52.2426 Ascertaining the grade. <a> 
The grade of peeled potatoes may be as¬ 
certained by considering the require¬ 
ments with respect to varietal character¬ 
istics, flavor, and odor, which are not 
scored, and the factors of color, uniform¬ 
ity of size, defects, and texture, which 
are scored. 

(b) The relative importance of each 
factor which is scored is expressed 
numerically on the scale of 100. The 
maximum number of points that may be 
given each such factor is: 

Factors: Points 

Color- ™ 

Uniformity of tlzo —--- 20 

Defects --——— 40 

Texture----—— 20 

Total score —.—- 100 

(c) The factors of flavor and odor, 
color, and texture are ascertained both 
before and after the product Is cooked. 

(d) "Normal flavor and odor" means 
that the product is free from objection¬ 
able flavors and objectionable odors of 
any kind. 

5 52.2427 Ascertaining the rating of 
the factors which are scored. The es¬ 
sential variations within each factor 
which is scored are so described that the 
value may be ascertained for each fac¬ 
tor and expressed numerically. The 
numerical range within each factor is 
inclusive (for example. *T7 to 20 points” 
means 17. 18. 19, or 20 points). 

§ 52.2428 Color —(a) (A) classifica¬ 
tion. Peeled potatoes that possess a 
good color may be given a score of 17 to 
20 points. "Good color" means that the 
peeled potatoes are free from oxidation 
and possess a practically uniform, typi¬ 
cal color of peeled potatoes or similar 


rule). 

5 52-2429 Uniformity of size—(a) (A) 
classification. Peeled potatoes that are 
practically uniform in size may be given 
a score of 17 to 20 points. "Practically 
uniform in size" has the following mean¬ 
ings with respect to the various styles of 
peeled potatoes: 

(l) Whole. The potatoes are not less 
than IVi inches in diameter and at least 
40 percent of long varieties are 4% 
ounces in weight or larger and 60 percent 
of round or intermediate varieties are 
2 Vfe inches or more in diameter. 

<2) Whole and cat potatoes. The 
whole potatoes are not less than 1*4 
inches in diameter, and the largest unit 
is not more than five times the weight of 
the smallest unit. _ 

(3) Cut and whole potatoes. The 
whole potatoes arc not less than Hi 
inches in diameter and the largest unit 
is not more than five times the weight of 
the smallest unit 

(4) Sliced potatoes. In 90 percent of 
the slices of the most uniform diameter 
the diameter of the largest slice is not 
more than twice the diameter of the 
smallest slice and are not less than l*i 
Inches in diameter. 

< 5 ) Diced potatoes. The units are 
practically uniform in size, and the ag¬ 
gregate weight of the units which are 
smaller than one-half of the predomi¬ 
nant size of the cubes and of all large 
and irregular units does not exceed 20 
percent of the weight of ail the units. 

(6) French style or shoestring. The 
strips of potatoes are practically uniform 
in size, and the aggregate weight of ail 
the strips less than 1 inch in length and 
strips of substantially smaller cross sec¬ 
tion than the predominant size of strips 
docs not exceed 15 percent of the weight 
of all the strips. 

<7) Cut. The largest unit is not more 
than five times the weight of the smallest 
unit and not more than 25 percent, by 
weight, of individual units weigh less 
than Vz ounce each. . _ 

<b> (B) classification. If the peeled 
potatoes arc reasonably uniform in size. 
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a score of 14 to 16 points may be given. 
‘ Reasonably uniform in size** has the 
following meanings with respect to the 
various styles of peeled potatoes: 

(1) Whole. The potatoes may vary 
considerably in size and arc not less than 
IVs inches in diameter. 

(2) Whole and cut potatoes. The 
units may vary considerably in size and 
the largest unit is not more than six 
times the weight of the smallest unit. 

(3) Cut and whole potatoes. The 
units may vary considerably in size and 
the largest unit is not more than six 
times the weight of the smallest unit. 

<4> Sliced potatoes. In 90 percent of 
the slices of the most uniform diameter 
the diameter of the largest slice Is not 
more than three times the diameter of 
the smallest slice and the smallest slice 
is not less than lVs inches in diameter. 

(5> Diced potatoes. The units are 
reasonably uniform In size and the ag¬ 
gregate weight of the units which are 
smaller than one-half of the predomi¬ 
nant size of the cubes and of all large 
and irregular units does not exceed 30 
percent of the weight of all the units. 

(6) French style or shoestring. The 
strips of potatoes are reasonably uniform 
in size, and the aggregate weight of all 
strips less than 1 inch In length and 
strips of substantially smaller cross sec¬ 
tion than the predominant size of strips 
does not exceed 25 percent of the weight 
of all the strips. 

(7) Cut . The units may vary consid¬ 
erably in size and not more than 50 
percent, by weight, of individual units 
weigh less than Vs ounce each. 

(c) (SStd.) classification. Peeled po¬ 
tatoes that fail to meet the requirements 
of paragraph <b> of this section may be 
given a score of 0 to 13 points and shall 
not be graded above Substandard, re¬ 
gardless of the total score for the product 
(this is a limiting rule). 

$ 52.2430 Defects —<a> General. The 
factor of defects refers to the degree of 
freedom from peel, blemished units, and 
mechanical damage. 

(1) “Blemished*' means units affected 
by brown or black internal or external 
discoloration, discolored or unpeeled 
eyes, sunburn, or units blemished by 
other means to such an extent that the 
appearance or eating quality of the unit 
is materially affected. 

(2) “Seriously blemished** means any 
unit blemished to such an extent that the 
appearance or eating quality of the unit 
is seriously affected. 

(3) “Mechanical damage** means 
crushed units or units affected by frayed 
surfaces and frayed edges and knife 
marks or trimming or units mechani¬ 
cally damaged by other means to such 
an extent that the appearance or eating 
quality of the unit is seriously affected. 

<b> (A> classification. Peeled pota¬ 
toes that are practically free from de¬ 
fects may be given a score of 34 to 40 
points. “Practically free from defects'* 
means that there may be present not 
more than: 

<1 > 10 percent, by weight, of units af¬ 
fected by mechanical damage; 

(2) 2 percent, by weight, of blemished 
units: Provided , That not more than 1 
percent, by weight, of all the units may 


consist of seriously blemished units; and 
that 

(3) Peel, blemished units, seriously 
blemished units, and units affected by 
mechanical damage, individually or col¬ 
lectively. do not materially affect the 
appearance or eating quality of the 
product. 

(c) (Bi classification . If the peeled 
potatoes are reasonably free from de¬ 
fects. a score of 28 to 33 points may be 
given. Peeled potatoes that fall into this 
classification shall not be graded above 
U. 8. Grade B or U. S. Extra Standard, 
regardless of the total score for the 
product (this is a limiting rule). “Rea¬ 
sonably free from defects'* means that 
there may be present not more than: 

(1) 20 percent, by weight, of units af¬ 
fectedly mechanical damage; 

(2) 4 percent, by weight, of blemished 
units; Provided. That not more than 2 
percent, by weight, of all the units may 
consist of seriously blemished units; and 
that 

(3) Peel, blemished units, seriously 
blemished units, and units affected by 
mechanical damage, individually or col¬ 
lectively. do not seriously affect the ap¬ 
pearance or eating quality of the 
product. 

(d> (SStd.) classification. Peeled po¬ 
tatoes that fail to meet the requirements 
of paragraph <c> of this section may be 
. given a score of 0 to 27 points and shall 
not be graded above Substandard, re¬ 
gardless of the total score for the prod¬ 
uct (this is a limiting rule). 

5 52.2431 Texture —(a) (A) classifi¬ 
cation. Peeled potatoes that possess a 
good texture may be given a score of 17 
to 20 points. “Good texture" means that 
the units are fairly firm and typical of 
properly prepared fresh potatoes. The 
peeled potatoes are practically free from 
tough outer surfaces. 

(b) <B> classification. If the peeled 
potatoes possess a reasonably good tex¬ 
ture, a score of 14 to 16 points may be 
given. Peeled potatoes that fall into this 
classification shall not be graded above 
U. S. Grade B or U. S. Extra Standard, 
regardless of the total score for the prod¬ 
uct (this is a limiting rule). “Reason¬ 
ably good texture" means that the units 
may be not more than slightly flabby, 
and are reasonably free from tough outer 
surfaces. 

(c> (SStd.) classification. Peeled po¬ 
tatoes that fail to meet the requirements 
of paragraph <b> of this section may be 
given a score of 0 to 13 points and shall 
not be graded above Substandard, re¬ 
gardless of the total score for the product 
(this is a limiting rule). 

tor CERTIFICATION TOLERANCES 

5 52.2432 Tolerances for certification 
of officially drawn samples, (a) When 
certifying samples that have been offi¬ 
cially drawn and which represent a spe¬ 
cific lot of peeled potatoes, the grade for 
such lot will be determined by averaging 
the total scores of the containers com¬ 
prising the sample, if, with respect to 
the containers comprising the sample; 

(1) Not more than one-sixth of the 
containers fails to meet the grade indi¬ 
cated by the average of such total scores; 


(2) None of the containers falls more 
than 4 points below the minimum score 
for the grade indicated by the average 
of such total scores; 

(3) None of the containers falls more 
than one grade below the grade indicated 
by the average of such total scores; and 

(4) The average score of all contain¬ 
ers for any factor subject to a limiting 
rule is within the score range of that 
factor for the grade indicated by the 
average of such total scores. 

SCORE SHEET 

$ 52.2433 Score sheet for peeled 
potatoes . 


Fi*r and kind of container _ 

Container mark or *W>riUncat>oo..TIT 

UM-..... 

N>l wight (in pocmdi)...,,____ 

Style. . 

Siw at whnfe or whaW and cut iK>Utor» '(UtemrUr 

or wrkjrht). 

Fix* of sliced (totalur* (diameter)__ 


Factor* 

Score point* 

Color. . T . 

2D 

(A) 17-59 

<B> • 14-14 

(SStd.)* 0-IS 
(A) I7» 

14-14 
rSS44l.lt o i.l 
(A) T4-40 

<n> **-» 

(SHt4.)t 0-/7 
(A) 17-3® 

<fl) *14-14 

l(SStd.)* 0-15 

Uniformity of sb».... 

Defects. . . 

2D 

10 

Texture_ _ 

25 

Total score. ...... 

tun 




Normal flavor and odor........ 

Orad*..—.. 


1 Indicate* limit Inc rxiK 

The United States Standards for 
Grades of Peeled Potatoes (which is the 
first Issue) contained in this subpart 
shall become effective 30 days after pub¬ 
lication hereof in the Federal Register. 

Dated: May 4. 1954. 

[seal] Roy W. Lennartson. 

Deputy Administrator . 
Marketing Services . 

|F. R. Doc. 54-3461; Piled, May 7. 1954; 
8:52 m. m-i 


Part 52— Processed Fruits and Vegeta¬ 
bles. Processed Products Thereof, 
and Certain Other Processed Food 
Products 

SUBPART—U. S. STANDARDS FOR GRADES OF 
CUCUMBER riCICLES 

In F. R. Doc. 54-2210. appearing on 
page 1697 of the issue for Tuesday. March 
30. 1954. the following corrections have 
been made: 

1. In S 52.1685 Recommended fill of 
container , the last sentence should read: 
“It is recommended that each container 
be filled as full as practicable with pick¬ 
les without impairment of quality, that 
the product shall be covered or practi¬ 
cally covered with the packing medium, 
and that the product and packing me¬ 
dium occupy not less than 90 percent of 
the total capacity of the container." 

2. In 5 52.1687. Table No. I. “Recom¬ 
mended minimum drained weights, in 
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ounces. of pickles (other than whole in 
large containers)." 

a. The heading of column 5 has been 
changed to read. “Sliced lengthwise; 
sliced crosswise: sour and dill. Cut; 
mixed; chow chow; sour." 

b. The heading of column 6 has been 
changed to read, “Sliced lengthwise; 
sliced crosswise; cut; mixed; chow chow; 
sweet" 

c The figure for No. 10 Jar (line 7) 
under column 6 has been changed from 

7G to 78. 

Dated: May 4. 1954. 

I SEAL 1 HOY W. LKNNARTSON, 

Deputy Administrator , 
Marketing Services . 

IP. R. Doc. 54-3460; Filed. May 7. 1054; 

0:61 a. m.J 


Chopter IX—Agricultural Marketing 
Service (Marketing Agreements and 
Orders), Deportment of Agriculture 

| Valencia Orange Reg. 91 

Part 922— Valencia Oranges Grown in 
Arizona and Designated Part^of Cali¬ 
fornia 

LIMITATION OF HANDLING 

1 922.302 Valencia Orange Regula¬ 
tion 2 —(a) Findings . (1) Pursuant to 

Order No. 22 (19 P. H. 1741), regulating 
the handling of Valencia oranges grown 
in Arizona and designated part of Cali¬ 
fornia, effective March 31. 1954. under 
the applicable provisions of the Agricul¬ 
tural Marketing Agreement Act of 1937, 
as amended (7 U. S. C. 601 et seq.), and 
upon the basis of the recommendation 
and information submitted by the Valen¬ 
cia Orange Administrative Committee, 
established under the said order, and 
upon other available information, it Is 
hereby found that the limitation of han¬ 
dling of such Valencia oranges, as here¬ 
inafter provided, will tend to effectuate 
the declared policy of the act. 

(2) It is hereby further found that it 
Is impracticable and contrary to the 
public interest to give preliminary no¬ 
tice. engage in public rule-making pro¬ 
cedure, and postpone the effective date 
of this section until 30 days after publi¬ 
cation thereof in the Federal Register 
(60 Slat. 237; 5 U. S. C. 1001 et seq.) 
because the time intervening between 
the date when information upon which 
this section Is based became available 
and the time when this section must be¬ 
come effective in order to effectuate the 
declared policy of the act Is insufficient, 
and a reasonable time is permitted, un¬ 
der the circumstances, for preparation 
for such effective time; and good cause 
exists for making the provisions of this 
section effective as hereinafter set forth. 
The Valencia Orange Administrative 
Committee held an open meeting on 
May 6. 1954. after giving due notice 
thereof, to consider supply and market 
conditions for Valencia oranges and the 
need for regulation; Interested persons 
were afforded an opportunity to submit 
information and views at this meeting; 
the recommendation and supporting in¬ 
formation for regulation during the pe¬ 


riod specified herein was promptly sub¬ 
mitted to the Department after such 
meeting was held; the provisions of this 
section, including its effective time, are 
identical with the aforesaid recommen¬ 
dation of the committee, and informa¬ 
tion concerning such provisions and 
effective time has been disseminated 
among handlers of such Valencia or¬ 
anges; it Is necessary, in order to effectu¬ 
ate the declared policy of the act. to make 
this section effective during the period 
herein specified; and compliance with 
this section will not require any special 
preparation on the part of persons sub¬ 
ject thereto w’hich cannot be completed 
on or before the effective date of this 
section. 

(b) Order. (1) The quantity of Va¬ 
lencia oranges grown in Arizona and 
designated part of California which may 
be handled during the period beginning 
at 12:01 a. m.. P. s. t., May 9. 1954, and 
ending at 12:01 a. m., P. s. t.. May 16, 
1954. is hereby fixed as follows: 

(1) District 1: 207.900 boxes; 

(ii) District 2: 96,900 boxes; 

Oil) District 3: Unlimited movement. 

(2) Valencia oranges handled pursu¬ 
ant to the provisions of this section shall 
be subject to any size restrictions appli¬ 
cable thereto which have heretofore been 
issued on the handling of such oranges 
and which arc effective during the period 
specified herein. 

(3) As used in this section, "handled," 
“handler." “boxes/* “District 1." “Dis¬ 
trict 2.“ and “District 3." shall have the 
same meaning as when used in said 
order. 

(See 5, 49 8tat. 763. at amended; 7 U. 8. C. 
and 8up. 606c) 

Dated: May 7, 1954. 

(seal! S. R. Smitii. 

Director , Fruit and Vegetable 
Division . Agricultural Mar¬ 
keting Service . 

|F. R. Doc. 54-3408: Piled, May 7. 1954; 

11:30 a. m.l 


(Orange Reg 2571 

Part 933— Oranges. Grapefruit, and 
Tangerines Grown in Florida 

LIMITATION OF SHIPMENTS 

5 933.681 Orange Regulation 257— 
(a) Findings. (1) Pursuant to the mar¬ 
keting agreement, as am ended , and Or¬ 
der No. 33, as amended (7 CFR Part 933), 
regulating the handling of oranges, 
grapefruit, and tangerines grown in the 
State of Florida, effective under the ap¬ 
plicable provisions of the Agricultural 
Marketing Agreement Act of 1937. as 
amended, and upon the basis of the rec¬ 
ommendations of the committees estab¬ 
lished under the aforesaid amended mar¬ 
keting agreement and order, and upon 
other available Information, it is hereby 
found that the limitation of shipments 
of all oranges, except Temple oranges, 
as hereinafter provided, will tend to ef¬ 
fectuate the declared policy of the act, 
(2) It is hereby further found that It 
Is impracticable and contrary to tho 
public interest to give preliminary no¬ 


tice, engage In public rule-making pro¬ 
cedure. and postpone the effective date 
of this section until 30 days after publi¬ 
cation thereof In the Federal Register 
(60 Stat. 237; 5 U. 6. C. 1001 et seq.) be¬ 
cause the time intervening between tho 
date when information upon which this 
section is based became available and 
the time when this section must become 
effective in order to effectuate the de¬ 
clared policy of the act is Insufficient: a 
reasonable time is permitted, under the 
circumstances, for preparation for such 
effective time; and good cause exists for 
making the provisions of this section ef¬ 
fective not later than May 10. 1954. 
Shipments of all oranges, except Temple 
oranges, grown in the State of Florida, 
are presently subject to regulation by 
grades and sizes, pursuant to the 
amended marketing agreement and or¬ 
der and will so continue until May 
10; the recommendation and support¬ 
ing information for continued regula¬ 
tion subsequent to May 9. 1954, 

was promptly submitted to the Depart¬ 
ment after an open meeting of the 
Growers Administrative Committee on 
May 4; such meeting was held to con¬ 
sider recommendations for regulation, 
after giving due notice of such meeting 
and interested persons were afforded an 
opportunity to submit their views at this 
meeting; the provisions of this section, 
including the effective time of this sec¬ 
tion, are identical with the aforesaid 
recommendation of the committee, and 
information concerning such provisions 
and effective time has been disseminated 
among handlers of such oranges; It Is 
necessary, in order to effectuate the de¬ 
clared policy of the act, to make this sec¬ 
tion effective during the period herein¬ 
after set forth so as to provide for the 
continued regulation of the handling of 
all oranges, except Temple oranges; and 
compliance with this section will not re¬ 
quire any special preparation on the 
part of the persons subject thereto which 
cAnnot be completed by the effective time 
of this section. 

(b) Order. <1) During the period be¬ 
ginning at 12:01 a. m. e. a. t.. May 10, 
1954. and ending at 12:01 a. m.. e. s. t.. 
May 24, 1654, no handler shall ship: 

(1) Any oranges, except Temple or¬ 
anges, grown in the State of Florida, 
which do not grade at least U. S. No. 1 
Russet; or 

(11) Any oranges, except Temple or¬ 
anges, grown in the State of Florida, 
which are of a size smaller than a sizo 
that will pack 288 oranges, packed in 
accordance with the requirements of a 
standard pack, in a standard nailed box. 

(2) As used in this section, tho 
terms “handler," “ship/* and “Growers 
Administrative Committee" shall each 
have the same meaning as when used in 
said amended marketing agreement and 
order: and the terms “U. S. No. 1 Rus¬ 
set." “standard pack," and "standard 
nailed box," shall have the same mean¬ 
ing as when used in the revised United 
States Standards for Florida Oranges 
(g§ 51.1140 to 51.1186 of this title). 

Shipments of Temple oranges. growTi 
In the State of Florida, are subject to 
the provisions of Orange Regulation 244 
(1 933.647; 16 F. R. 7380). 
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(Sec. 5. 40 SUt. 753, as amended; 7 U. S. C. 
008c) 

Dated: May 5. 1954. 

(seal) 8. R. Smith. 

Director, Fruit and Vegetable 
Division , Agricultural Mar¬ 
keting Service. 

[P. R. Doc. 54-3457; PUed. Uaj 7. 1054; 
8:51 a. m | 


(Grapefruit Reg. 2011 

Part 933— Oranges. Grapefruit, and 
Tangerines Grown in Florida 

LIMITATION or SHIPMENTS 

5 933.692 Grapefruit Regulation 201 — 
(a) Findings, i l) Pursuant to the mar¬ 
keting agreement, as amended, and 
Order No. 33. as amended (7 CFR Part 
933). regulating the handling of oranges, 
grapefruit,, and tangerines grown in the 
State of Florida, effective under the ap¬ 
plicable provisions of the Agricultural 
Marketing Agreement Act of 1937. as 
amended, and upon the basis of the 
recommendations of the committees es¬ 
tablished under the aforesaid amended 
marketing agreement and order, and 
upon other available information, it is 
hereby found that the limitation of ship¬ 
ments of grapefruit, as hereinafter pro¬ 
vided. will tend to effectuate the declared 
policy of the act 

(2) It is hereby further found that It 
Is impracticable and contrary to the 
public interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective date of this 
section until 30 days after publication 
thereof in the Federal Register (60 Stat. 
237 ; 5 U. 8. C. 1001 et seq.) because the 
time intervening between the date when 
information upon which this section is 
based became available and the time 
when this section must become effective 
In order to effectuate the declared policy 
of the act is insufficient; a reasonable 
time is permitted, under the circum¬ 
stances, for preparation for such effec¬ 
tive time: and good cause exists for 
making the provisions of this section 
effective not later than May 10. 1954. 
Shipments of grapefruit, grown in the 
State of Plorida, are presently subject 
to regulation by grades and sizes, pur¬ 
suant to the amended marketing agree¬ 
ment and order, and will so continue 
until May 10. 1954; the recommenda¬ 
tion and supporting information for 
continued regulation subsequent to 
May 9. 1954. was promptly submitted 
to the Department after an open meet¬ 
ing of the Growers Administrative 
Committee on May 4; such meeting 
was held to consider recommendations 
for regulation, after giving due notice 
of such meeting, and Interested persons 
were afforded an opportunity to submit 
their views at this meeting; the provi¬ 
sions of this section, including the effec¬ 
tive time of this section, are identical 
with the aforesaid recommendation of 
the committee, and information con¬ 
cerning such provisions and effective 
time has been disseminated among han¬ 
dlers of such grapefruit; it is necessary, 
in order to effectuate the declared policy 
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of the act, to make this section effective 
during the period hereinafter set forth 
so as to provide for the continued regu¬ 
lation of the handling of grapefruit; and 
compliance with this section will not re¬ 
quire any special preparation on the part 
of persons subject thereto which can¬ 
not be completed by the effective time 
of this section. 

(b> Order . (1) During the period be¬ 
ginning at 12:01 a. m . c. s. t. May 10. 
1954. and ending at 12:01 a. m.. e. s. t.. 
May 24. 1954. no handler shall ship: 

(!) Any white seeded grapefruit, 
grown in the 8tate of Florida, which do 
not grade at least U. 8. No. I Russet; 

<ii) Any white seedless grapefruit, 
grown in the State of Florida, which do 
not grade at least U. 8. No. 2 Russet; 

<Ui> Any white seeded grapefruit, 
grown in the State of Florida, which arc 
of a size smaller than a size that will 
pack 70 grapefruit, packed in accordance 
with the requirements of a standard 
pack. In a standard nailed box; 

(iv) Any white seedless grapefruit, 
grown in Regulation Area I. that grade 
U. S. No. 2 Russet, U. S. No. 2. or U. 8. 
No. 2 Bright, (a) which are of a size 
smaller than a size that will pack 96 
grapefruit, packed in accordance with 
the requirements of a standard pack, in 
a standard nailed box; or <b) which 
are of a size larger than a size that will 
pack 70 grapefruit, packed in accord¬ 
ance with the requirements of a standard 
pack, in a standard nailed box; 

<v> Any white seedless grapefruit, 
grown in Regulation Area I. that grade 
U. S. No. 1 Russet. U. S. No. 1 Bronze, 
or U. S. No. 1 Golden, which are of a 
size smaller than a size that will pack 96 
grapefruit, packed In accordance with 
the requirements of a standard pack. In 
a standard nailed box; 

(vi) Any white seedless grapefruit, 
grown in the State of Florida, that grade 
U. S. No. 1. U. 8. No. 1 Bright or U. S. 
Fancy, which are of a size smaller than 
a size that will pack 112 grapefruit, 
packed in accordance with the require¬ 
ments of a standard pack, in a standard 
nailed box; 

<vii) Any white seedless grapefruit, 
grown in Regulation Area n. that grade 
U. 8. No. 2 Russet, U. 8. No. 2. U. 8. No. 2 
Bright, U. 8. No. 1 Russet, U. 8. No. 1 
Bronze or U. 8. No. 1 Golden, which are 
of a size smaller than a size that will 
pack 96 grapefruit, packed in accordance 
with the requirements of a standard 
pack. In a standard nailed box; or 

<viii> Any pink grapefruit, grown in 
the State of Florida, which do not grade 
at least U. a No. 2 Russet. 

(2) As used in this section, "handler/* 
"ship," "Growers Administrative Com¬ 
mittee," "Regulation Area I/* and "Regu¬ 
lation Area IP* shall have the same 
meaning as when used in said amended 
marketing agreement and order; and 
"U. 8. No. I Russet." "U. 8. No. 1," "U. 8. 
No. I Bronze." "U. S. No. 1 Golden." 
"U. 8. No. 1 Bright," "U. B. Fancy," "U. 8. 
No. 2." "U. 8. No. 2 Bright," "U. S. No. 2 
Russet," "standard pack." and "standard 
nailed box" shall have the same meaning 
as when used in the revised United States 
Standards for Florida Grapefruit 
Hi 51.750 to 51.790 of this title). 


(Sec. 5. 49 8Ut. 753. ai amended; 7 U. S. O. 
608c) 

Dated: May 5. 1954. 

(SEAL) 8. R. Smith. 

Director. Fruit and Vegetable 
Division . Agricultural Mar¬ 
keting Service. 

IF. R. Doc. 54-3466; Filed, May 7. 1954; 
8:50 a. m.| 


(Lemon Reg. 5361 

Part 953—Lemoks Grown in California 
and Arizona 

limitation of shipments 

4 953.643 Lemon Regulation 536— 
(a) Findings. (1) Pursuant to the mar¬ 
keting agreement, as amended, and 
Order No. 53. as amended (7 CFR Part 
953; 18 F. R. 6767), regulating the han¬ 
dling of lemons grown in the State of 
California or in the State of Arizona, 
effective under the applicable provisions 
of the Agricultural Marketing Agreement 
Act of 1937, as amended (7 U. 8. C. 601 
et scq.). and upon the basis of the recom¬ 
mendation and information submitted by 
the Lemon Administrative Committee, 
established under the said amended mar¬ 
keting agreement and order, and upon 
other available Information, it is hereby 
found that the limitation of the quantity 
of such lemons which may be handled, 
as hereinafter provided, will tend to 
effectuate the declared policy of the act. 

(2) It is hereby further found that it 
is impracticable and contrary to the pub¬ 
lic interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective date of this 
section until 30 days after publication 
thereof In the Federal Register (60 Slat, 
237; 5 U. 8. C. 1001 et seq.) because the 
time intervening between the date when 
information upon which this section is 
based became available and the time 
when this section must become effective 
In order to effectuate the declared policy 
of the act is insufficient, and a reasonable 
time Is permitted, under the circum¬ 
stances, for preparation for such effec¬ 
tive time; and good cause exists for 
making the provisions of this section 
effective as hereinafter set forth. Ship¬ 
ments of lemons, grown in the State of 
California or in the State of Arizona, 
are currently subject to regulation pur¬ 
suant to said amended marketing agree¬ 
ment and order; the recommendation 
and supporting information for regu¬ 
lation during the period specified in this 
section was promptly submitted to the 
Department after on open meeting of the 
Lemon Administrative Committee on 
May 5. 1954. such meeting was held, 
after giving due notice thereof to 
consider recommendations for regula¬ 
tion, and interested persons were afforded 
an opportunity to submit their views 
at this meeting; the provisions of this 
section, including its effective time, are 
Identical with the aforesaid recommen¬ 
dation of the committee, and informa¬ 
tion concerning such provisions and 
effective time has been disseminated 
among handlers of such lemons; it is 
necessary, in order to effectuate the de- 
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clarcd policy of the act, to make this 
section effective during the period here¬ 
inafter specified; and compliance with 
this section will not require any special 
preparation on the part of persons sub¬ 
ject thereto which cannot be completed 
by the effective time of this section. 

(b) Order. (1) The quantity of lem¬ 
ons grown in tho State of California or 
in the State of Arizona which may be 
handled during the period beginning at 
12:01 a. m. P. s. t. May 9. 1954, and 
ending at 12:01 a. m.. P. s. t. May 16, 
1954. is hereby fixed as follows: 

(i) District 1: Unlimited movement; 
<ii) District 2: 550 carloads; 

(ill) District 3: Unlimited movement. 
<2) The prorate base of each han¬ 
dler who has made application therefor, 
ns provided In the said amended market¬ 
ing agreement and order, is hereby fixed 
in accordance with the prorate base 
schedule which is attached to Lemon 
Regulation 535 (19 F. R. 2548) and made 
a part of this section by this reference. 

(3) As used in this section, "han¬ 
dled.” “handler," "carloads/* “prorate 
base/* "District 1/* "District 2." and 
- District 3," shall have the same mean¬ 
ing as when used in the said amended 
marketing agreement and order. 

(Sec. 5, 40 SUt. 753. as amended; 7 U. 8. C. 
and Sup. 608c) 

Done at Washington. D. C., this 6th 
day of May 1954. 

[sxalI 8. R. Smith, 

Director , Fruit and Vegetable 
Division , Agricultural Mar¬ 
keting Service. 

|F. R, DOC. 54-3485; Filed, May 7. 1054; 

8:55 a. m.J 


Part 988—Mjlk in Knoxville, 
Tennessee, Marketing Area 

ORDER AMENDING THE ORDER, AS AMENDED 

9 988 0 Findings and determinations. 
The findings and determinations herein¬ 
after set forth arc supplementary and 
in addition to the findings and determi¬ 
nations previously made in connection 
with tiie issuance of the aforesaid order 
and all of said previous findings and de¬ 
terminations are hereby ratified and 
affirmed, except insofar as such findings 
and determinations may be in conflict 
with the findings and determinations set 
forth herein. 

(a) Findings upon the basis of the 
hearing record. Pursuant to the provi¬ 
sions of the Agricultural Marketing 
Agreement Act of 1937. as amended (7 
U. 8. C. 601 et seq.). and the applicable 
rules of practice and procedure, as 
amended, governing the formulation of 
marketing agreements and marketing 
orders (7 CFR Part 900), a public hearing 
was held upon certain proposed amend¬ 
ments to the tentative marketing agree¬ 
ment and to the order, as amended, 
regulating the handling of milk in the 
Knoxville. Tennessee, marketing area. 
Upon the basis of the evidence intro¬ 
duced at such hearing and the record 
thereof, it is found that: 

(1) The said order, as amended, and 
as hereby further amended, and all of 
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the terms and conditions thereof, will 
tend to effectuate the declared policy of 
the act. 

(2) The parity prices of milk as de¬ 
termined pursuant to section 2 of the 
act are not reasonable in view of the 
price of feeds, available supplies of feeds 
and other economic conditions which 
affect market supply and demand for 
milk in the said marketing area, and the 
minimum prices specified in the order, 
as amended, and as hereby further 
amended, arc such prices as will reflect 
the aforesaid factors, insure a sufficient 
quantity of pure and wholesome milk 
and be in the public interest; and 

(3) The said order, as amended, and 
as hereby further amended, regulates 
the handling of milk in the same man¬ 
ner as, and is applicable only to persons 
in the respective classes of industrial 
and commercial activity specified in a 
marketing agreement upon which a 
hearing has been held. 

(b) Additional findings. It is hereby 
found and determined that good cause 
exists for making this order amending 
the order, as amended, effective at the 
earliest possible date. Such action is 
necessary in the public interest in order 
to reflect current marketing conditions 
and to insure the orderly marketing of 
available milk suppUes. Accordingly, 
any further delay in the effective date of 
this order amending the order, as 
amended will seriously Impair the orderly 
marketing of milk produced for the 
Knoxville. Tennessee, marketing area. 
The changes effected by this order 
amending the order, as amended, will 
not require handlers to make extensive 
preparations or substantial alterations 
in their methods of operation. Under 
these circumstances the handlers will be 
afforded reasonable time for any such 
preparation as may bo necessary. There¬ 
fore, it is impracticable, unnecessary, 
and contrary to the public interest to 
delay the effective date of this amend¬ 
ment until at least 30 days after its pub¬ 
lication in the Federal Register, and 
good cause exists for making this order 
amending the order, as amended, effec¬ 
tive upon publication in the Federal 
Register (Sec. 4 (c): Administrative 
Procedure Act, 5 U. S. C. 1001 ct seq.). 

(c) Determinations. It Is hereby de¬ 
termined that handlers (excluding co¬ 
operative associations of producers who 
are not engaged In processing, distribut¬ 
ing or shipping milk covered by this or¬ 
der amending the order, as amended, 
which is marketed within the Knoxville, 
Tennessee, marketing area) of more than 
50 percent of the volume of the milk 
covered by this order amending the or¬ 
der, as amended, which is marketed 
within the said marketing area, refused 
or failed to sign the proposed market¬ 
ing agreement regulating the handling 
of milk in the said marketing area, and 
it is hereby further determined that: 

(1) The refusal or failure of such 
handlers to sign said marketing agree¬ 
ment tends to prevent the effectuation 
of the declared policy of the act; 

(2) The issuance of this order amend¬ 
ing the order, as amended, is the only 
practical means, pursuant to the de¬ 
clared policy of the act of advancing the 
Interests of producers of milk which is 
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produced for sale in the said marketing 
area; and 

(3) The issuance of this order amend¬ 
ing the order, as amended, is approved 
or favored by at least two-thirds of the 
producers who, during the determined 
representative period (March 1954 > 
were engaged in the production of milk 
for sale in the said marketing area. 

Order relative to handling. It is there¬ 
fore ordered that on and after the ef¬ 
fective date hereof the handling of milk 
in the Knoxville, Tennessee, marketing 
area shall be in conformity to and in 
compliance with the terms and condi¬ 
tions of the aforesaid order, as amended, 
and as hereby further amended, and 
the aforesaid order is hereby further 
amended as follows: 

1. Delete the proviso now appearing 
in ! 988.52 (b) and substitute therefor 
the following: M Provided , That such 
butterfat differential shall not exceed the 
result obtained by dividing the Class II 
price pursuant to 5 988.51 (b) by 40." 

2. In 5 988.70 change the period at the 
end thereof to a colon and add the fol¬ 
lowing: " Provided further . That from 
the effective date hereof through the de¬ 
livery period of August 1954, 6 cents shall 
be deducted from this sum for each 
pound of butterfat in producer milk clas¬ 
sified as Class II milk and which was 
used in the production of butter or was 
disposed of to a non-fluid milk plant for 
the production of butter." 

3. In i 988.72 (d) change the period 
at the end thereof to a colon and add tho 
following: "Provided. That from the ef¬ 
fective date hereof through the delivery 
period of August 1954 there shall be sub¬ 
tracted from the foregoing sum an 
amount equal to the deductions made 
pursuant to the second proviso in 5 988.70 
or 6 cents times the pounds of butterfat 
in excess milk, whichever is less;” 

(8ec. 6 . 49 SUt. 753, u amended; 7 U. 8 . C. 
608c) 

Issued at Washington. D. C., this 5th 
day of May 1954, to be effective on and 
after the date of publication in the 
Federal Register. 

[seal! John H. Davis, 

Assistant Secretary of Agriculture. 
IP. R. Doc. 54-3435; Filed. May 7. 1954; 

8:46 a. m.J 


TITLE 14—CIVIL AVIATION 

Chapter I—Civil Aeronautics Board 

| Reg. ERr-1961 

Part 241—Filing or Reports by Cer¬ 
tificated Air Carriers and Uniform 
Accounting Requirements 

miscellaneous amendments 
Adopted by direction of the Civil 
Aeronautics Board at its office in Wash¬ 
ington. D, C., on the 5th day of May 1954. 

Pursuant to authority delegated by 
the Civil Aeronautics Board to the Office 
of Carrier Accounts and Statistics, this 
amendment to Part 241 of the Economic 
Regulations (14 CFR 241) is being 
adopted for the purpose of modifying 
the present reporting requirements for 
certificated air carriers. 

Notice of this change was published 
In the Federal Register December 22 # 
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1953. In Draft Release No. 67. More¬ 
over. all air carriers affected by this 
change informally received identical 
notification of the change through dis¬ 
tribution of a memorandum addressed 
to the chief accounting officers of all 
scheduled air carriers from the Chief. 
Office of Carrier Accounts and Statistics. 

The Board considers that special re¬ 
ports on international coach and tourist 
services should be continued at least un¬ 
til December 31.1954. jn order to provide 
needed detailed information in that area. 
The necessity for requiring these reports 
after that date will be reexamined to¬ 
wards the end of this year. 

Interested persons have been afforded 
an opportunity to participate in the 
making of this rule and due considera¬ 
tion has been given to all relevant mat¬ 
ters and arguments presented. Since 
the carriers affected are already fur¬ 
nishing the information required by this 
amendment, no additional burden will be 
imposed and the amendment may be 
made effective immediately. 

In consideration of the foregoing, the 
Board hereby amends Part 241 of the 
Economic Regulations as follows, effec¬ 
tive immediately. 

1. By deleting the following sentence 
from 3 241.2110: “Accruals for estimated 
liability arising out of pending wage and 
salary negotiations shall not be included 
in tills account but in account 2340. 
•Other Deferred Credits* *\ 

2. By deleting the following sentence 
from i 241.2340 (b): “Estimated liability 
arising out of pending wage and salary 
negotiations shall be included in this 
account if the earner elects to reflect 
this item in its accounts", 

3. By changing from “2" to “3" the 
number of copies of Schedule C-l to be 
filed as specified under the list of sched¬ 
ules contained in Instruction No. 3 of 
$ 241.7-1. 

4. By changing the title **C-2 Coach. 
Tourist and Low Pare Off-Peak Services'* 
under the list of schedules contained in 
Instruction No. 3 of $241.7-1 to read: 
"C-2 International Coach and Tourist 
Services-, 

5. By amending Instruction No. 8 of 
$ 241.7-1 to read: “Where the reporting 
carrier operates separate and distinct air 
transport divisions, regardless of 
whether conducted under certificates of 
public convenience and necessity issued 
by the Civil Aeronautics Board or on a 
nonscheduled basis, for which it main¬ 
tains separate records and books of ac¬ 
count. and where the reporting carrier 
conducts both domestic and interna¬ 
tional operations, the carrier shall file 
separate Schedules B. B-l through B-10. 
C, and C-I for each such division and 
operation. Where the carrier conducts 
international operations it shall also file 
Schedule C-2 for the international oper¬ 
ation or for each separate division per¬ 
forming International operations. Sep¬ 
arate filing of additional schedules may 
be required or exemptions, in full or in 
part, from the above separate filing may 
be granted by the Civil Aeronautics 
Board after examination of the Board s 
needs in this respect. Where separate 
reports are submitted in accordance 
with the above, an additional Schedule 


B shall be filed showing the profit and 
loss for the ‘System*. At the option of 
the carrier additional Schedules C and 
C-l may be filed for the ‘System*, pre¬ 
senting data covering 4 All Services’ only.** 

6. By changing the number of days for 
filing the Interim Financial and Oper¬ 
ating Report from **30** to **40** under 
“Postmarked within the following num¬ 
ber of days** In Instruction No. 10 of 
$ 241 7-1. 

7. By adding after the present lan¬ 
guage of Schedule B-l of $241.7-2 an 
additional paragraph reading: 

Passenger revenue: There shall be reported 
on this schedule the amount of passenger 
revenue applicable to -Coach and Tourist 
Service- (as Identified for separate reporting 
on Schedules C and C-l). except that for 
each operation for which a report Is made on 
Schedule C-2. “International Coach and 
Tourist Services'*, the reporting of coach 
and tourist passenger revenue on this sched¬ 
ule la not required. The amount of coach 
and tourist revenue reported on this sched¬ 
ule may be estimated provided that this fact 
is Indicated on each report. 

8. By deleting the following sentences 
from the first paragraph under Schedule 
C-l—Monthly Flight and Traffic Sta¬ 
tistics of $ 241.7-2: “The three pages 
shall be numbered in the foregoing order. 
The primary service covered by each 
page of this schedule shall be designated 
in the heading.** 

9. By adding after the first paragraph 
of Schedule C-l—Monthly Flight and 
Traffic Statistics—of $ 241.7-2 two addi¬ 
tional paragraphs reading: 

In addition, for each operation In which 
coach and tourist service Is performed but 
not reported on Schedule C-2 “International 
Coach and Tourist Services-, an additional 
page of this schedule shall be filed covering 
the ooach and tourist service. Items 8 
through 28 shall be completed on this page 
of the schedule. Item 6 need be completed 
In total only on this page, no breakdown 
being required by type of aircraft. Item 11, 
number of revenue passengers carried, ahall 
be an unduplicated count of revenue pas¬ 
sengers carried In the coach and tourist 
service. Including coach and tourist passen¬ 
gers part of whose trip was at regular fare. 
Transfer, lny-ovcr. and reduced-fore passen¬ 
gers shall be included or excluded In the 
same manner os prescribed for line 11 under 
•'Item Definitions and Instructions". 

The pages of this schedule shall be num¬ 
bered In a manner similar to that for Sched¬ 
ule C. beginning with page 1 for the sheet 
applicable to "All Services'*. The service 
covered by each page of this schedule shall 
be designated In the heading. 

10. By amending the present second 
paragraph under Schedule C-l—Month¬ 
ly Flight and Traffic Statistics of 
S 241.7-2 to read: 

In those instances where a carrier performs 
only scheduled service, the flight and triffle 
statistics for all services and scheduled 
service may be reported on a single sheet of 
this schedule. The words 'Total Scheduled** 
should be Inserted In the heading opposite 
“Service** with a footnote Indicating that the 
statistics are also 'Total—All Services". 

11. By amending the first sentence un¬ 
der Line li. Number of revenue passen¬ 
gers carried, of $ 241.7-2 to read: “This 
item shall be reported only on those 
pages of Schedules C and C-l covering 
‘All Services*. ’Total Scheduled Services*, 
and Total Nonscheduled Services* and 


on the page of Schedule C-l covering 
‘Coach and Tourist Service^*• 

12. By changing the heading of 
Schedule C-2—Coach, Tourist and Low 
Fare Off-Peak Services, of $ 241.7-2 to 
read: “Schedule C-2—International 
Coach and Tourist Services". 

13. By amending the first paragraph 
of Schedule C-2 of $ 241.7-2 to read: 

Thla schedule It designed for reporting 
data covering International coach and tourist 
services atul similar differential fore serv¬ 
ices in international operations which are 
conducted separately from other services and 
Is not to be applied to the reporting of such 
services in domes Uo operations. Thu 
schedule need not be submitted for Interna¬ 
tional operations which do not have coach 
and tourist or similar differential fare serv¬ 
ices. This schedule Is not to be used for 
reporting other reduced fare traffic such ss 
seasonal and excursion fare traffic which Is 
carried In regular services. 

14. By amending the second para¬ 
graph of Schedule C-2 of $ 241.7-2 to 
read: 

A report Is to be made on thla schedule 
for each calendar month. The requirement 
for reporting on this schedule will terminate 
December 31. 1254 unless upon further re¬ 
view the Board finds there is a continuing 
need for the information on this schedule. 

15. By amending the present fifth and 
sixth paragraphs of Schedule C-2 of 
$ 241.7-2 to read: 

Columns (5) through (8)—Distribution 
by flights: Insert flight numbers in column 
headings. Use one column for all coach 
and tourist flights scheduled to serve the 
same "terminal points" In both directions. 
Include data applicable to extra section 
flights In the same column used for the 
scheduled flights to which reUted. 

Lines 11 through 20—Revenue passenger 
miles: For any passenger* carried on flights 
covered by this report at other than coach 
and tourist fores (when such other fare* 
aro applicable to traffic on the flight | give 
In a footnote or attached statement the 
revenue passenger miles Identifying Also the 
class of fare and points between which 
carried. 

(8eo 205. 52 Slot 984. 49 U. 8. C. 425. Inter¬ 
prets or applies sec. 407. 52 8tat. 1000; 49 
U. 8. C. 487) 

Iforr: The record keeping and reporting 
requirements of this amendment have been 
npproved by the Bureau of the Budget In 
accordance with the Federal Reports Act of 
1942. 

By the Office of Carrier Accounts and 
Stattetics. 

f SEAL 1 WARNER H. HORD. 

Chief, Office of Carrier 
Accounts and Statistics . 

|F. R. Doc. 54-3455; Filed. May 7. 1954; 

8:50 a. m ] 


TITLE 16—COMMERCIAL 
PRACTICES 

Chapter I—Federal Trade Commission 
Part 2—Rules or Practice 

COMPLAINTS. DEFAULTS. CONSENT ORDERS; 
HEARING examinee’s initial decision 

The Commission on April 22, 1954. 
amended the title of $ 2.5 of its rules 
of practice <$$2.i to 2.31). amended 
paragraphs <c) # (d>, (e>, and (f) thereof. 







Saturday, May 8, 1954 

amended the title of $ 222. and amended 
the first two paragraphs of said section, 
so as to make said sections read as fol¬ 
lows. effective fifteen (15> days from the 
date of publication thereof in the Federal 
register: 

Not*: In said oectlon*. the number to the 
right ol the decimal point correspond* with 
the Roman number ft* published In the Com- 
inisaton'a "Rule* of Practice”. 

12.5 Complaints. defaults . consent 
orders—(ft) Complaints . Whenever the 
Commission shall have reason to believe 
that there is a violation of law over which 
the Commission has jurisdiction, and in 
case of violation of the Federal Trade 
Commission Act. if it shall appear to 
the Commission that a proceeding by it 
in respect thereof would be to the inter¬ 
est of the public, the Commission shall 
issue and serve upon the proper parties 
a complaint stating its charges and con¬ 
taining a notice of a hearing upon a 
day and at the place therein fixed, at 
least thirty (30) days after the service 
of said complaint 

(b) Defaults . In the “Notice" portion 
of the complaint there may be set forth 
a provisional order to cease and desist 
which the Commission shall have reason 
to believe should issue if the facts In the 
record shall be found to be as alleged in 
the complaint If the complaint con¬ 
tains such order, it shall also state that 
such order shall issue, unless the re¬ 
spondent shall file an answer within the 
time designated in the complaint; shall 
appear at the time and place so fixed; 
and shall show cause why the said order 
to cease and desist should not be entered 
by the Commission, in which event such 
provisional order to cease and desist 
shall be without effect. 

<c) Consent orders—(l) Negotiation . 
At any time after the issuance of com¬ 
plaint and prior to the commencement of 
presentation of evidence, any party re¬ 
spondent, or thereafter, all such parties 
when Joined by counsel supporting the 
complaint may, within the discretion of 
the hearing examiner, move to defer the 
reception of evidence for a reasonable 
time to permit negotiation of a stipula¬ 
tion containing a consent ceasc-and- 
destst order disposing of the whole or any 
part of the proceeding. The allowance of 
such deferment, and the duration there¬ 
of. shall be in the discretion of the hear¬ 
ing examiner, after considering the 
nature of the proceeding, the require¬ 
ments of the public interest, the repre¬ 
sentations of all parties and the 
probability of an agreement being 
reached which will result in a Just dispo¬ 
sition of all or a part of the issues 
involved. 

<2) Content. Every stipulation con¬ 
taining a consent cease-and-desist order 
disposing of the proceeding shall include 
also an admission by ail respondent 
parties thereto of jurisdictional facts, an 
agreement that the complaint may be 
used in construing the terms of the order, 
and that the said order shall have the 
same force and effect as if entered after 
a full hearing; a waiver of the require¬ 
ment that the decision must contain a 
statement of findings of fact and conclu¬ 
sion of law. and a waiver of further 
procedural steps before the hearing ex¬ 
aminer and the Commission, and an 
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agreement that the order may be altered, 
modified, or set aside in the manner pro¬ 
vided by statute for other orders. The 
stipulation shall also contain a waiver by 
the respondents of any right to challenge 
or contest the validity of the order en¬ 
tered in accordance with the stipulation, 
and may contain a statement that the 
signing of said stipulation Is for settle¬ 
ment purposes only and does not con¬ 
stitute an admission by respondents that 
they have violated the law as alleged in 
the complaint. 

<3) Submission. On or before the ex¬ 
piration of the time granted for nego¬ 
tiations, the parties or their counsel may: 

Cl) Submit to the hearing examiner 
for his consideration the stipulation 
agreed upon; 

<U) Request a conference before the 
hearing examiner for the discussion and 
consideration of such a proposed stipu¬ 
lation; or 

(lii) Inform the hearing examiner 
that agreement cannot be reached. 

(4) Disposition. In the event a stip¬ 
ulation containing a consent cease-and- 
desist order Is submitted within the time 
allowed therefor, the hearing examiner 
shall accept such stipulation by Issuing 
an initial decision based thereon in ac¬ 
cordance with the requirements of 
§ 2.22, or within thirty (30) days after 
date of submission reject it by issuing 
an order of rejection stating briefly the 
reasons therefor. If the proposed stipu¬ 
lation is rejected, and no appeal is filed 
under the provisions of subparagraph 
<5) of this paragraph, hearings shall 
proceed in regular course. 

(5) Appeal from rejection of stipula - 
tion containing a consent ccase-and- 
desist order. Within ten (10) days after 
the date of completion of service of an 
order of rejection of such a stipulation 
issued by a hearing examiner, counsel 
for all parties to the stipulation, includ¬ 
ing counsel in support of the complaint, 
may file notice of intention to appeal to 
the Commission from the order of re¬ 
jection, which appeal setting forth the 
reasons therefor shall be presented to 
the Commission within twenty (20) 
days thereafter. In due course the Com¬ 
mission will consider such Joint appeal 
and issue its decision accepting such 
stipulation and disposing of the pro¬ 
ceeding on the basis thereof, or issue its 
order rejecting said stipulation, and re¬ 
manding the proceeding to the hearing 
examiner for adjudication in regular 
course. 

(0) Rejections off the record .. Stipu¬ 
lations containing consent orders and 
offered for disposition of any case but 
rejected by the hearing examiner and 
not appealed, or rejected by the Com¬ 
mission. shall not become a part of the 
official record of the proceeding. 

5 2.22 Ileoring examiner's initial de¬ 
cision. (a) Within thirty (30) days 
from the date of the order closing the 
case before the hearing examiner or 
from the date of submission of a stipula¬ 
tion containing a consent cease-and- 
desist order which is accepted, the hear¬ 
ing examiner shall make and file an 
initial decision which shall become the 
decision of the Commission thirty (30) 
days from the date of the completion of 
service thereof upon the parties, unless. 
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prior thereto, (1) the Commission by 
order stays the effective date of the deci¬ 
sion, or (2) the Commission, upon its 
own initiative, issues an order placing 
the case on Its own docket for review, or 
(3) in cases other than those where the 
initial decision is based on a stipulation 
containing a consent cease-and-desist 
order, an appeal is filed under the pro¬ 
visions of i 2.23. On appeal or review 
the Commission may exercise all the 
powers which it would have exercised il 
it had made the initial decision. 

<b) The initial decision shall Include 
a statement of (1) findings and con¬ 
clusions, with the reasons or bases 
therefor, upon all the material issues of 
fact, law and discretion presented on tho 
record, except when waived in accord¬ 
ance with the provisions of ft 2.5 <c); and 
(2) an appropriate order. 

(c) Except where he shall have be¬ 
come unavailable to the Commission, the 
initial decision in each proceeding shall 
be made and filed by the hearing 
examiner who presided therein. 

(d) No officer, employee, or agent, en¬ 
gaged in the performance of investiga¬ 
tive or prosecuting functions for the 
Commission, and no party respondent 
or his agent or counsel in any case 
shall, in that or a factually related case, 
participate or advise in the decision of 
the hearing examiner, except as a wit¬ 
ness or as counsel in public proceedings. 

<e) All findings, conclusions and or¬ 
ders made and issued by the hearing 
examiner shall be based upon the whole 
record and supported by reliable, pro¬ 
bative and substantial evidence. 

<f> At any time prior to the filing of 
his initial decision the hearing examiner 
may, for good cause shown, reopen the 
case for the reception of further 
evidence. 

(g) A copy of the hearing examiner’s 
initial decision shall be served upon each 
party, counsel, or other representative 
who has appeared pursuant to ft 2.7. 
<S«C. 5. 38 8tat. 723; 15 V . 8. C. 48) 

Promulgated os of this date in pur¬ 
suance of the action of the Federal Trade 
Commission under date of A prill 22,1954, 
effective fifteen (15) days from date of 
publication in the Federal Register. 

By direction of the Commission. 

[seal! Robert M. ParrkH. 

Secretary. 

(P. R. Doc. 54-3440; Piled. May 7, 1954; 

8:49 a. ro | 

TITLE 30—MINERAL RESOURCES 

Chapter II—Geological Survey, 
Department of tho Interior 

Part 250— Oil and Oas and Sulphur 
Operations in the Outer Continental 
Shelf 

Pursuant to the authority vested in 
the Secretary of the Interior by the Outer 
Continental Shelf Lands Act of August 
7. 1953 (67 Stat. 462), and tn accordance 
with the notices published In the Federal 
Register on February 11, 1954. February 
16, 1954 and March 11. 1954 <19 F. It* 
790. 879. 1371), wherein comments and 
objections were invited to the tentative 
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regulations then and there printed, the 
following regulations governing the issu¬ 
ance and recognition of mineral leases 
covering submerged lands in the outer 
Continental Shelf, together with oil and 
gas and sulphur lease forms, and regu¬ 
lations governing operations under such 
leases are hereby prescribed and shall 
become effective on May 10.1954. 

A new Part 250 is added, reading as 
follows: 

Non: See also Title 43, Part 901, infra, 

GENERAL mOWSTOKS 

See. 

250.1 Purpose and authority. 

2302 Definition*. 

JURISDICTION and FUNCTION* OF SUPERVISOR 

250.10 Jurisdiction. 

250.11 General functions. 

250.12 Supervision of operations. 

250.13 Temporary approvals. 

230.14 Samples, tests, and surveys, 

230.15 Drilling and abandonment of wells. 

250.16 Well potentials and permissible flow. 

250.17 Well ^spacing and well-casing. 

250.18 Rights of use and easement. 

250.19 Rentals, royalties, and other pay¬ 

ments. 

250 20 Suspension or operations and pro¬ 
duction. 

REQUIREMENTS FOR LESSEE! 

250.30 Lease terms, regulations, waste. 

damage, and safety. 

250.31 Designation of operator. 

25032 Local agent. 

250.33 Drilling and producing obligations. 

250.34 Drilling and development programs. 

25035 Subsequent well operations. 

25036 Well designations. 

25037 Well records. 

25038 Samples, tests, and surveys. 

25030 Directional survey. 

250 40 Control of wells. 

250.41 Emulsion and dehydration. 

250.42 Pollution. 

250.43 Well abandonment. 

250.44 Accidents and Ares. 

250.45 Worlunanllke operations. 

250.46 Sales contracts. 

250.47 Division orders. 

250.48 Royalty and rental payment*. 

measurement or production and 

COMPUTATION OF ROYALTIES 

250.60 Measurement of oil. 

250.61 Measurement of gas. 

250.62 Determination of content of gas. 

250.63 Quantity basis for substances ex¬ 

tracted from gas, 

250 64 Value basts for computing royalties. 
250 05 Royalty on oU. 

250.06 Royalty on unprocessed gas. 

250.67 Royalty on processed gas. 

250.68 Commingling production. 

250.69 Measurement of sulphur. 

FSOCSDUU IN CAM OF DEFAULT ST LCRATE 

250 80 Default. 

25081 Appeals. 

250.82 Judicial review. 

reports to nx mao* bt all lessees 

(INCLUDING OPTRA TORS) 

250 90 Oeneral requirements. 

260 91 Sundry notices and reports on wells. 

250.92 Log and history of well. 

250.93 Monthly report of operations. 

250.94 Statement of oU and gas runs and 

royal tie*. 

250.95 Special forms or reports. 

250.96 Waiver on filing reports. 

MINERAL LEASE* AFVBCTEO BT SECTION • OF THE 
OUTER CONTINENTAL SHELF LAND’S ACT 

250.100 Effect of regulations on provision* of 
lease. 


AurHoarnr: II 250.1 to 250.100 Issued 
under sec. 5. 67 Stat 464; 43 U. 8. C. 1334. 
Interpret or apply sec. 6. 67 Stat. 465; 43 
V. S. C. 1335. 

GENERAL PROVISIONS 

} 250.1 Purpose and authority. The 
Outer Continental Shelf Lands Act en¬ 
acted on August 7, 1953 (67 Stat. 462), 
referred to In this part as “the act/' au¬ 
thorizes the Secretary of the Interior to 
prescribe rules and regulations appli¬ 
cable to operations conducted under a 
lease issued or maintained under the 
provisions of the act. and for the preven¬ 
tion of waste, the conservation of natu¬ 
ral resources of the outer Continental 
Shelf, and the protection of correlative 
rights therein. The regulations in this 
part shall be administered by the Direc¬ 
tor of the Geological Survey. 

Non: Compliance with the regulations of 
this port doca not obviate tbe necessity of 
compliance with requirements and regula¬ 
tions of the Department or the Army and the 
Coast Guard with respect to prevention of 
obstruction to nsvtgaUon, lights, and warn¬ 
ing devices, and other matters relating to 
safety of life and property, as authorized by 
section 4 of the act. 

5 250.2 Definitions. The following 
terms as used in the regulations in this 
part shall have the meanings here given: 

(a) Secretary . The Secretary of the 
Interior. 

<b> Director. The Director of the 
Geological Survey. Washington. D. C. # 
having administrative direction of the 
enforcement of the regulations in this 
part 

(c> Supervisor. A representative of 
the Secretary, under administrative di¬ 
rection of the Director, authorized and 
empowered to regulate operations and to 
perform other duties prescribed in the 
regulations in this part, or any subor¬ 
dinate of such representative acting 
under his direction. 

<d> Outer Continental Shelf . All sub¬ 
merged lands (1) which lie seaward and 
outside of the area of lands beneath 
navigable waters as defined in the Sub¬ 
merged Lands Act (67 Stat. 29) and <2> 
of which the subsoil and seabed apper¬ 
tain to the United States and are subject 
to its Jurisdiction and control. 

(e) Lease. The contract or agree¬ 
ment under which the leasehold rights 
are held by the lessee, or the land cov¬ 
ered by the contract or agreement, 
whichever is required by the context 

(f) Lessee. The party authorized by a 
lease, or an approved assignment there¬ 
of. to develop and produce the leased 
deposits in accordance with the regula¬ 
tions in this part, including all parties 
holding such authority by or through 
him. 

(g) Operator. The individual, part¬ 
nership. firm, or corporation having con¬ 
trol or management of operations on the 
leased land or a portion thereof. The 
operator may be a lessee, designated 
agent of the lessee, or holder of rights 
under an approved operating agreement. 

th> Waste of oil and gas. Waste 
means and includes < 1) physical waste as 
that term is generally understood in the 
oil and gas industry: (2) the inefficient, 
excessive, or Improper use of, or the un¬ 
necessary dissipation of reservoir energy; 


(3) the locating, spacing, drilling, equip¬ 
ping, operating, or producing of any oil 
or gas well or wells in a manner which 
causes or tends to cause reduction in the 
quantity of oil or gas ultimately recov¬ 
erable from a pool under prudent and 
proper operations or which causes or 
tends to cause unnecessary or excessive 
surface loss or destruction of oil or gas; 

(4) the inefficient storage of oil; and (5) 
the production of oil or gas in excess of 
transportation or marketing facilities or 
!n excess of reasonable market demand. 

(i) Directional drilling. The devia¬ 
tion of a bore hole from the vertical or 
from its normal course in an intended 
predetermined direction or course with 
respect to the points of the compass. 
Directional drilling shall not include 
deviations made for the purpose of 
straightening a hole that has become 
crooked in a normal course of drilling or 
deviating a hole at random without re¬ 
gard to compass direction in an attempt 
to sidetrack a portion of the hole on ac¬ 
count of mechanical difficulty in drilling. 

JURISDICTION AND FUNCTIONS OF 
SUPERVISOR 

5 250.10 Jurisdiction. Drilling and 
production operations, handling and 
measurement of production, determina¬ 
tion and collection of rental and royalty, 
and. in general, all operations subject 
to the regulations in this part are under 
the jurisdiction of the supervisor for any 
district as delineated by the Director. 

4 250.11 General functions. The su¬ 
pervisor is authorized to act upon the 
requests, applications, and notices made 
or given by an operator or lessee under 
the regulations in this part and to re¬ 
quire compliance with lease terms, with 
the regulations in this part and all other 
applicable regulations, and with appli¬ 
cable law to the end that all operations 
shall conform to sound conservation 
practice and shall be conducted In such 
manner as to protect the natural re¬ 
sources of the outer Continental Shelf 
and result In their maximum economic 
recovery. After appropriate hearings, 
the supervisor may establish field rules 
to govern the development and method 
of production of a pool, field, or area. 
The supervisor may require satisfactory 
evidence that a lease is in good standing, 
that the lessee or operator Is authorized 
to conduct operations, and that an ac¬ 
ceptable bond has been filed before per¬ 
mitting operations on the leased land. 

$ 250.12 Regulation of operations. 
(a) The supervisor shall inspect and 
regulate operations under the regula¬ 
tions in this part and shall issue orders 
and rules necessary, in his judgment, to 
prevent damage, or waste of any natural 
resource, or injury to life or property. 

<b) Emergency suspensions. The su¬ 
pervisor is authorized to require a lessee 
by written notice to suspend any opera¬ 
tion or method of operation which en¬ 
dangers life or threatens immediate, 
serious, or irreparable damage to the 
leased deposits or other valuable mineral 
deposits. 

$ 250.13 Temporary approvals. 
Whenever the regulations in this part 
require a lessee to obtain approval of the 
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supervisor, the lessee may make an oral 
or telegraphic request for such approval, 
and the supervisor may give such oral 
or telegraphic approval as may he war¬ 
ranted: Provided . That the transaction 
shall forthwith be confirmed in the man¬ 
ner otherwise required by the regula¬ 
tions in this part. 

$ 250.14 Samples , tests, and surveys. 

(a when deemed necessary or advis¬ 
able. the supervisor is authorized to re¬ 
quire that adequate tests or surveys be 
made in an acceptable manner without 
cost to the lessor to determine the reser¬ 
voir energy; the presence, quantity, and 
quality of oil, gas, sulphur, other mineral 
deposits, or water; the amount and direc¬ 
tion of deviation of any well from the 
vertical; or the formation, casing, tubing, 
or other pressures. 

<b) The supervisor may, at the time 
of approval of any notice to drill or 
redrill any well, stipulate reasonable 
requirements for the taking of formation 
samples or cores to determine the iden¬ 
tity and character of any formation. 

f 250.15 DriUino and abandonment of 
irells. The supervisor shall demand 
drilling in accordance with the terms of 
the lease and of the regulations in this 
part; and shall require plugging and 
abandonment, in accordance with such 
plan as may be approved or proscribed 
by him, of any well no longer used or 
useful, and upon failure to secure com¬ 
pliance with such requirement, perform 
the work at the expense of the lessee, 
expending available public funds, and 
submit such report as may be needed to 
furnish a basis for appropriate action to 
obtain reimbursement. 

H 250.16 Well potentials and permis¬ 
sible flow . The supervisor is authorized 
to specify the time and method for de¬ 
termining the potential capacity of any 
well and to fix, after appropriate notice, 
the permissible production of any such 
well that may be produced when such ac¬ 
tion is necessary to prevent waste or to 
conform with such proration rules, 
schedules, or procedures as may be es¬ 
tablished by the Secretary, 

1 250.17 Well-spacing and well-cas¬ 
ing. (a) The supervisor shall approve 
well locations and well-spacing and -cas¬ 
ing programs determined to be necessary 
for the proper development of the lease, 
giving due consideration to the location 
of drilling platforms, the geological and 
reservoir characteristics of the field, and 
the number of wells that can be econom¬ 
ically drilled. 

<b) The supervisor may approve ir¬ 
regular spacing of wells and development 
plans providing for a predetermined 
number of wells to be drilled and aban¬ 
doned when required for the proper ex¬ 
ploration and development of sulphur 
deposits, 

l 250.18 Rights of use and easement. 
<a) In addition to the rights and privi¬ 
leges granted to a lessee under any lease 
issued or maintained under the act, the 
supervisor may grant such lessee, subject 
to such reasonable conditions as said su¬ 
pervisor may prescribe, the right of use 
or an easement to construct and main¬ 
tain platforms, fixed structures, and ar- 
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tificial Islands, and to use the same for 
carrying on operations, including drill¬ 
ing, directional drilling, producing, treat¬ 
ing. handling, and storing production, 
and housing personnel engaged in opera¬ 
tions, not only in connection with the 
lease on which the platform, structure, 
or island, is situated, but for the conduct 
of operations on any other lease. State or 
Federal. 

<b) The supervisor may grant to a 
holder of a Federal or State lease the 
right of use or an easement to construct 
and maintain platforms, fixed structures, 
and artificial islands on areas of the 
outer Continental Shelf, near or adja¬ 
cent to the leased area, and to use same 
for drilling directional well or wells to 
be bottomed under the leased area, and 
for producing and reworking such well 
or wells, and for handling, treating, and 
storing the production therefrom. Such 
rights of use or casement if on an area 
subject to any mineral lease Issued or 
maintained under the act shall be grant¬ 
ed only after the lessee under such 
lease has been notified and afforded an 
opportunity to voice objections thereto, 
and any such right shall be exercised 
only In such manner so as not to inter¬ 
fere unreasonably with operations of the 
lessee under such lease. 

<c> Once a right of use or easement 
has been exercised by the erection of 
fixed platforms, structures, or Islands, 
the right shall continue so long as such 
platforms, structures, or islands are 
maintained, even beyond the termina¬ 
tion of any lease on which they may be 
situated, and the rights of all subsequent 
lessees shall be subject to such rights of 
use and easement by prior lessees. The 
foregoing right of use and easement shall 
include the right to lay gathering lines, 
flow lines, and other pipelines used in 
connection with any lease operations, for 
moving production to a central point for 
purposes of gathering, treating, or stor¬ 
ing. The right of use and easement 
shall not apply to pipelines used for 
transporting oil, gas, or other production 
after the same has been treated and 
measured, such rights-of-way being pro¬ 
vided for in regulations under section 5 
(c) of the Outer Continental Shelf Lands 
Act. 

$ 250.19 Rentals, royalties, and other 
payments. The supervisor shall deter¬ 
mine pursuant to the lease and regula¬ 
tions the rental and the amount or value 
of production accruing to the lessor as 
royalty, the loss through waste or failure 
to drill and produce protection wells on 
the lease, and the compensation due to 
the lessor as reimbursement for such 
loss. 

§ 250.20 Suspension of operations 
and production. On receipt of on ap¬ 
plication for suspension of operations or 
production or for relief from any drill¬ 
ing or producing requirement under a 
lease, the supervisor shall grant such 
approval as he may deem warranted in 
the premises or reject such application, 
subject to the right of appeal as provided 
in * 250.81. 

REQUIR EM E NTS FOR LESSEES 

f 250.80 Lease terms , regulations , 
waste , damage , and safety. The lessee 
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shall comply with the terms of the lease, 
with the written orders of the supervisor, 
and, subject to the provisions of section 
5 (a) of the act, with the regulations in 
this part and any amendments thereof. 
The lessee shall take all reasonable pre¬ 
cautions to prevent damage or waste of 
any natural resource or injury to life or 
property or the aquatic life of the seas. 

5 250.31 Designation of operator . 
In all cases where operations are not con¬ 
ducted by the record owner but are to 
be conducted under authority of on 
unapproved operating agreement, assign¬ 
ment, or other arrangement, a ’’designa¬ 
tion of operator'* shall be submitted to 
the supervisor. In a manner and form 
approved by him. prior to commence¬ 
ment of operations. Such designation 
will be accepted as authority of operator 
or his local representative to fulfill the 
obligations of the lessee and to sign any 
papers or reports required under the 
regulations in this part. All changes of 
address and any termination of the au¬ 
thority of the operator shall be immedi¬ 
ately reported, in writing, to the 
supervisor or his representative. In case 
of such termination or of controversy 
between the lessee and the designated 
operator, the operator, if In possession of 
the lease, will be required to protect the 
interests of the lessor. 

f 250.32 Local agent. When required 
by the supervisor, the lessee shall desig¬ 
nate a representative empowered to re¬ 
ceive notices and comply with orders of 
the supervisor issued pursuant to the 
regulations in this part. 

$ 250.33 Drilling and producing obli¬ 
gations. (a) The lessee shall diligently 
drill and produce such wells as are neces¬ 
sary to protect the lessor from loss by 
reason of production on other properties, 
or in lieu thereof, with the consent of 
the supervisor, shall pay a sum deter¬ 
mined by the supervisor as adequate to 
compensate the lessor for failure to drill 
and produce any such well. In the 
event that the lease is not being main¬ 
tained in force by other production of 
oil or gas in paying quantities or by 
other approved drilling or reworking op¬ 
erations. such payments shall be consid¬ 
ered as the equivalent of production in 
paying Quantities for all purposes of the 
lease. 

<b) The lessee shall promptly drill 
and produce such other wells as the su¬ 
pervisor may reasonably require in order 
that the lease may be properly and 
timely developed and produced in ac¬ 
cordance with good operotlng practices. 

§ 250 34 Drilling and development 
programs, (a) Prior to the beginning 
of any operations on the lease, including 
the construction of drilling or produc¬ 
tion platforms or other structures, the 
lessee shall submit to the supervisor for 
approval an acceptable plan for the per¬ 
formance of such work. Such plan shall 
include (Da plan of the drilling or pro¬ 
duction platform or structures, showing 
the location and major features thereof, 
<2) the proposed well-casing program 
for the Initial well, (3) the location of 
the initial well (Including surface and 
projected bottom-hole location if the well 
is to be directionally drilled), (4) struc- 
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tural Interpretations based on available 
geological and geophysical data, and <5> 
such other pertinent data as the super* 
visor may prescribe. 

(b) After a discovery has been made 
on the lease, the lessee shall submit to 
the supervisor a plan of development for 
the lease or field including (1) the num¬ 
ber and location of the proposed wells 
(including the projected bottom-hole lo¬ 
cation for directionally drilled wells) 
and the approximate time for drilling 
each. (2) amendments or additions to 
the structural interpretations. (3) plans 
for additional drilling or producing plat¬ 
forms or other structures, (4) the well¬ 
casing program for the field or area, and 
(6) such other data as the supervisor 
may prescribe. Such program must be 
approved by the supervisor and may be 
modified from time to time as conditions 
may warrant. 

<c> In order to protect the interests 
of the lessee, geological and geophysical 
interpretations required by this section 
shall, upon request of the lessee, be class¬ 
ified as not available for public inspec¬ 
tion until such time as the supervisor 
determines the release of such informa¬ 
tion is required and necessary for the 
proper development of the field or area. 

3 250.35 Subsequent well operations . 
After completion of all operations con¬ 
templated under any previously ap¬ 
proved notice or plan, the lessee shall 
not begin to redrill, repair, deepen, plug 
back, shoot, or plug and abandon any 
well, make water shutoff, alter the casing 
or Uncr, stimulate production by acid, 
gas. air. water injection, or any other 
method, change the method of recover¬ 
ing production, or use any formation or 
well for gas storage or svater disposal 
without first notifying the supervisor of 
his plan and intention and receiving 
written approval prior to commencing 
the contemplated work. This require¬ 
ment shall not deter the lessee from tak¬ 
ing any action In an emergency to 
prevent damage. 

3 250.36 Well designations. The 
lessee shall mark promptly each drilling 
platform or structure in a conspicuous 
place, showing his name or the name of 
the operator, the serial number of the 
lease, the identification of the welts, and 
shall take all necessary means and pre¬ 
cautions to preserve these markings. 

3 250.37 Well records, (a) The lessee 
shall keep on the lease, or at his head¬ 
quarters for the field, or otherwise con¬ 
veniently available to the supervisor, 
accurate and complete records of the 
production, drilling, redlining, deepen¬ 
ing. repairing, cementing, alterations to 
cosing, plugging, abandoning, and all 
other well operations. Including electri¬ 
cal or radioactive well logs and direc¬ 
tional well surveys. The records shaU 
show all the formations penetrated, the 
content and character of oil, gas. other 
mineral deposits, or water in each for¬ 
mation; the kind, weight, size, and 
landed depth of casing used in drilling 
each well on the leased lands; and any 
other information obtained in the course 
of well operations, 

(b) The lessee shall, within 30 days 
after the completion of any well and 
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within 30 days after the completion of 
any further operations on it. transmit to 
the supervisor copies of the records of 
such work on forms furnished by or ac¬ 
ceptable to him. 

(c> The lessee shall, within 30 days 
after the completion of electrical or ra¬ 
dioactive well-logging operations or di¬ 
rectional well surveys, transmit to the 
supervisor copies of such logs or charts. 
Such logs or charts may be either field 
copies of Individual runs or composite 
logs of more than one run. 

<d> The lessee shall also submit such 
other reports and records of operations 
as may be required and in the manner 
and form prescribed by the supervisor. 

(e) Upon request and in the manner 
and form prescribed by the supervisor, 
the lessee shall furnish a copy of the 
doily drilling report, a plat showing the 
location, designation, and status of all 
wells on the leased lands, together with 
such other pertinent Information as the 
supervisor may require. 

(f> When deemed advisable by the 
supervisor, the lessee shall require each 
service company to furnish promptly to 
the supervisor legible, exact copies of 
reports on cementing, perforating, acid¬ 
izing. or other similar services. 

3 250.38 Samples . tests, and surveys. 
(a) The lessee, when required by the su¬ 
pervisor. shall make adequate tests or 
surveys in an acceptable manner, with¬ 
out cost to the lessor, to determine the 
reservoir energy; the presence, quantity, 
and quality of oil, gas. sulphur, other 
mineral deposits, or water; the amount 
and direction of deviation of any well 
from the vertical; or the formation, cas¬ 
ing. tubing, or other pressures. 

(b) The lessee shall take such forma¬ 
tion samples or cores to determine the 
Identity and character of any formation 
in accordance with reasonable require¬ 
ments of the supervisor prescribed at 
the time of approval of the notice to drill 
or rcdrlll any well. 

5 250.39 Directional survey . (a) An 

angular deviation and directional survey 
shall be made of the finished hole of 
each well directionally drilled. 

(b) The supervisor, at the request of 
an offset lessee made prior to completion 
of a well may require a lessee of an 
adjoining lease to make or furnish a di¬ 
rectional survey of any hole, at the risk 
and expense of the offset lessee making 
such request. A copy of such directional 
survey shall be furnished to the super¬ 
visor and the offset lessee. If It is de¬ 
termined that such well Is closer to the 
line of the offset lease than one-half < *4) 
the required distance from such line 
fixed by an approved spacing program 
or by special field rules, the risk and 
expense of making such directional sur¬ 
vey shall be borne by the offending 
lessee; and, unless and until the hole is 
promptly straightened to correct the 
offense, the supervisor may reduce the 
allowable production from the well to 
prevent Its draining unduly the offset 
leased area. Neither the imposition of 
any penalty or of the costs of such sur¬ 
vey upon the offending lessee nor the re¬ 
duction of the allowable production from 
the well is intended to prejudice any 


other remedy which the affected parties 
may have, 

3 250.40 Control of ivclls. (a> The 
lessee shall take all reasonable precau¬ 
tions for keeping all wells under control 
at all times and shall provide at the time 
any well is started the proper high-pres¬ 
sure fittings and equipment as the super¬ 
visor may prescribe or approve. A con¬ 
ductor string of casing must be cemented 
throughout its length, and all strings of 
casing must be securely cemented and 
anchored unless other procedure is au¬ 
thorized or prescribed by the supervisor, 

<b) The lessee shall take all reason¬ 
able precautions to prevent any well 
from blowing open and shall take im¬ 
mediate steps and exercise due diligence 
to bring under control any such well. 
Storm chokes shall be installed in all 
wells capable of flowing oil and gas. 

3 250.41 Emulsion and dehydration . 
(a) The lessee shall complete and main¬ 
tain all oil wells in such mechanical 
condition and operate them in such 
manner as to prevent, so far as possible, 
the formation of emulsion and basic 
sediment. 

<b> The lessee shall put in marketable 
condition, U commercially feasible, all 
products produced from the leased land 
and pay royalty thereon without recourse 
to the lessor for deductions on account 
of costs of treatment. 

3 250.42 Pollution. The lessee shall 
not pollute the waters of the high seas 
or damage the aquatic life of the sea or 
allow extraneous matter to enter and 
damage any mineral- or water-bearing 
formation. The lessee shall dispose of 
all useless liquid products of wells in a 
manner acceptable to the supervisor. 

3 250.43 Well abandonment. The 
lessee shall promptly plug and abandon 
any well on the leased land that is not 
used or useful, but no productive well 
shall be abandoned until its lack of ca¬ 
pacity for further profitable production 
of oil. gas, or sulphur has been demon¬ 
strated to the satisfaction of the super¬ 
visor. Before abandoning a producible 
well, the lessee shall submit to the super¬ 
visor a statement of reasons for aban¬ 
donment and his detailed plans for 
carrying on the necessary work. A pro¬ 
ducible well may be abandoned only after 
receipt of written approval by the super¬ 
visor. No well shall be plugged and 
abandoned until the manner and method 
of plugging shall be approved or pre¬ 
scribed by the supervisor. Equipment 
shall be removed, and premises at the 
well-site shall be properly conditioned 
Immediately after plugging operations 
are completed on any well when directed 
by the supervisor. Drilling equipment 
shall not be removed from any suspended 
drilling well without taking adequate 
measures to protect the natural re¬ 
sources. 

3 250.44 Accidents and fires. The 
lessee shall take all reasonable precau¬ 
tions to prevent accidents and fires, shall 
immediately notify the supervisor of any 
serious accident or fire on the leasehold, 
and shall submit a full report thereon 
within 10 days. 
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5 250.45 Workmanlike operations . 
The lessee shall carry on all operations 
and maintain the property at all times in 
a safe and workmanlike manner, having 
due regard for the preservation and the 
conservation of the property and for the 
health and safety of employees. The 
lessee shall take reasonable steps to pre¬ 
vent accumulations of oil or other ma¬ 
terials deemed to be fire hazards and 
shall promptly remove such hazardous 
accumulations as do occur. 

5 250.46 Sales contracts . (a) The 
lessee shall file with the supervisor not 
less than 30 days after the effective date 
thereof copies of all contracts for the 
disposal of lease products; provided that 
the supervisor may relieve the lessee of 
this requirement, in which event the 
contracts shall be made available for in¬ 
spection by the supervisor upon his 
request Nothing in any such contract 
or in any approval thereof by the super¬ 
visor as authorized in paragraph <b) of 
this section shall be construed or ac¬ 
cepted as modifying any of the provi¬ 
sions of the lease, including, but not 
limited to. provisions relating to gas 
waste, taking royalty in kind, and the 
method of computing royalties due as 
based on a minimum valuation and in 
accordance with the regulations applica¬ 
ble to the lands covered by the contract 

<b) If request for approval of a con¬ 
tract is made by the seller, the contract 
may be approved by the supervisor sub¬ 
ject to the conditions provided in para¬ 
graph (a) of this section and to such 
further conditions as may be prescribed 
by the supervisor. 

(c) Lessee may submit to the Sec¬ 
retary, through the supervisor, for ap¬ 
proval any long-term contract which 
the lessee has made or proposes to make 
for the sale of gas produced from a lease 
or leases. Should the Secretary approve 
such contract, for the purpose of com¬ 
puting royalties on gas sold and delivered 
from the lease or leases under such con¬ 
tract, the value of the gas on the leased 
premises shall be the price paid therefor 
under such contract. Nothing in any 
such contract, or the approval thereof, 
shall be construed to limit the right of 
the United States to take its royalty in 
kind. 

5 250.47 Division orders . The lessee 
shall file with the supervisor not less 
than 30 days after the effective date 
thereof copies of division orders or other 
instruments granting to transportation 
agencies or purchasers authority to re¬ 
ceive products from leased lands. The 
supervisor may, upon request, approve 
such orders or other instruments subject 
to such conditions as he shall prescribe. 

5 250.48 Royalty and rental pay¬ 
ments. The lessee shall pay all rentals 
when due and shall pay in value or de¬ 
liver in production all royalties in the 
amounts determined by the supervisor 
as due under the terms of the lease. 
Payments of rentals and royalties in 
value shall be by check or draft on a 
solvent bank, or by money order, drawn 
to the order of the Treasurer of the 
United States. 


FEDERAL REGISTER 

MEASUREMENT OF PRODUCTION AND 
COMPUTATION OF ROYALTIES 

5 250.60 Measurement of oil The 
lessee shall gage and measure all pro¬ 
duction in accordance with methods 
approved by the supervisor. The lessee 
shall provide tanks suitable for measur¬ 
ing accurately the crude oil produced 
from the lease (positive copies of 100 
percent capacity tank tables to be fur¬ 
nished to the supervisor ) or may arrange 
with the supervisor for other acceptable 
methods of measuring, storing, and re¬ 
cording production. The quantity and 
quality of all production shall be deter¬ 
mined In accordance with the standard 
practices, procedures, and specifications 
generally used by the industry. 

5 250.61 Measurement of gas. The 
lessee shall measure all gas production in 
accordance with methods approved by 
the supervisor, and the measured vol¬ 
umes shall be adjusted to the standard 
pressure base of 10 ounces above the 
atmospheric pressure of 14.4 pounds per 
square inch, a standard temperature of 
60" Fahrenheit, and for deviation from 
Boyle's law. If gas is being disposed of 
at a different pressure base, the super¬ 
visor may require that gas volumes be 
adjusted to conform to such base. 

5 250.62 Determination of content of 
gas. The content of gas delivered to an 
extraction plant treating gas from the 
lease shall be determined periodically by 
field tests, as required by the supervisor, 
to be made at the place and by the 
methods approved by him and under his 
supervision. 

5 250.63 Quantity basis for substances 
extracted from gas. (a) The primary 
quantity basis for computing monthly 
royalties on casing-head or natural gas¬ 
oline. butane, propane, or other sub¬ 
stances (hereinafter called substances 
in this section) extracted from gas is 
the monthly net output of the plant at 
which the substances are manufactured, 
"net output" being defined as the quan¬ 
tity of each substance that the plant 
produces for sale. 

(b) If the net output of a plant is 
derived from the gas obtained from 
only one lease, the quantity of sub¬ 
stances on which computations of roy¬ 
alty for the lease is based is the net 
output of the plant. 

(c) If the net plant output of a sub¬ 
stance is derived from gas obtained from 
several leases producing gas of uniform 
content of such substance, the propor¬ 
tion of net output of the substance 
allocable to each lease as a basis for com¬ 
puting royalty will be determined by 
dividing the amount of gas delivered to 
the plant from each lease by the total 
amount of gas delivered from all leases. 

(d) If the net plant output of a sub¬ 
stance is derived from gas obtained from 
several leases producing gas of diverse 
content of such substance, the proportion 
of net output of the substance allocable 
to each lease as a basis for computing 
royalty will be determined by multiply¬ 
ing the amount of gas delivered to the 
plant from the lease by the substance 
content of the gas and dividing the 
arithmetical product thus obtained by 
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the sum of the similar arithmetical prod¬ 
ucts separately obtained for all leases 
from which gas is delivered to the plant. 

i 250.64 Va/ttC basis for computing 
royalties . The value of production, for 
the purpose of computing royalty, shall 
be the estimated reasonable value of the 
product as determined by the supervisor, 
due consideration being given to the 
highest price paid for a part or for a 
majority of production of like quality 
in the same field or area, to the price 
received by the lessee, to posted prices, 
and to other relevant matters. Under 
no circumstances shall the value of pro¬ 
duction of any of said substances for the 
purposes of computing royalty be deemed 
to be less than the gross proceeds ac¬ 
cruing to the lessee from the sale thereof 
or less than the value computed on such 
reasonable unit value as shall have been 
determined by the Secretary. In the 
absence of good reason to the contrary, 
value computed on the basis of the high¬ 
est price paid or offered at the time of 
production in a fair and open market 
for the major portion of llke-cpiality 
products produced and sold from the 
field or area where the leased lands are 
situated will be considered to be a rea¬ 
sonable value. 

§250.65 Royalty on oil. (a) The 
royalty on crude oil shall be the percent¬ 
age of the value or amount of the crude 
oil produced from the leased lands estab¬ 
lished by law\ regulation, or the term of 
the lease. No deduction may be made 
for actual or theoretical transportation 
losses. 

<b) Royalty shall be based on produc¬ 
tion removed from the lease except that, 
when conditions so warrant, the super¬ 
visor may require such royalty to be 
based on actual monthly production. 
Evidence of all shipments shall be filed 
with the supervisor within five days (or 
such longer period as the supervisor may 
approve) after the oil has been run by 
pipeline or by other means of transpor¬ 
tation. Such evidence shall be signed by 
representatives of the lessee and of tho 
purchaser or the transporter who have 
witnessed the measurements reported, 
and the determinations of gravity, tem¬ 
perature, and the percentage of impuri¬ 
ties contained in the oil shall be shown. 

5 250.66 Royalty on unprocessed gas . 
If gas, either gas-well gas or casing-head 
gas, is sold without processing for the re¬ 
covery of constituent products, the 
rovalty thereon shall be the percentage 
established by the terms of the lease of 
the value or amount of the gas produced. 

f 250.67 Royalty on processed gas. 
(a) If gas-well gas is processed for tho 
recovery of constituent products, a roy¬ 
alty as provided in the lease will accrue 
on the value of all residue gas. and on all 
natural gasoline, butane, propane, or 
other substances extracted therefrom. 

(b) If casing-head gas is processed for 
the recovery of constituent products, a 
royalty as provided in the lease will ac¬ 
crue as follows: 

(1) On the full amount of the residue 
gas remaining after processing. 

<2) Unless otherwise provided in the 
lease, on the value of 50 percent (or the 
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net proceeds received by the lessee If 
greater than 50 percent) of all natural 
gasoline, butane, propane, or other sub* 
stances extracted from the casing-head 
gas. 

(c> In determining the value of natu¬ 
ral gasoline, the volume of such gasoline 
may be corrected when deemed necessary 
by the supervisor to such standard and 
by such method as may be approved by 
the supervisor, in order that volumetric 
differences between natural gasolines of 
various specifications may be equitably 
adjusted. 

(d> No allowance shall be made for 
boasting residue gas or other expenses 
Incidental to marketing. 

(e) The lessee, with the approval of 
the supervisor, may establish a gross 
value per unit of one thousand cubic feet 
of gas on the lease or at the wellhead for 
the purposes of computing royalty for 
gas-well gas or casing-head gas proc¬ 
essed for the recovery of constituent 
products. 

$ 250 68 Commingling production. 
Subject to such conditions as he may 
prescribe for measurement and alloca¬ 
tion of production, the supervisor may 
authorize the lessee to move production 
from the lease to a central point for 
purposes of treating, measuring, and 
storing, and in moving such production, 
the lessee may commingle the produc¬ 
tion from different wells, leases, pools, 
and fields, and with production of other 
operators. The central point may be on 
shore or at any other convenient place 
selected by lessee. 

5 250.69 Measurement of sulphur. 
The measurement of sulphur for the 
purpose of computing royalty shall be 
on such basis and shall conform to such 
standards as the supervisor may approve. 

PROCEDURE Ilf CASS OF DEFAULT BY LESSEE 

1 250.80 Default. Whenever the 
owner of a lease fails to comply with the 
provisions of the regulations in this part, 
the supervisor is authorized to give 
30-day notice of such default by regis¬ 
tered letter to the lessee at his record 
past office address as provided in section 
5 (b) * 1) of the act and to recommend to 
the Secretary, through the Director, 
lease cancellation pursuant to section 5 
<b> <1) and (2) of the act. appropriate 
action under the penalty provisions of 
section 5 <a> (2) of the act. or the exer¬ 
cise of such other legal or equitable 
remedy as the lessor may have. 

f 250.81 Appeals. (a) An appeal 
from any order Issued under authority of 
the regulations in this part may be filed 
os hereinafter set forth in this section. 
Compliance with any such order shall 
not be suspended by reason of an appeal 
having been taken unless such suspen¬ 
sion is authorized in writing by the 
Director or the Secretary (dependent 
upon the officer with whom the appeal 
is pending) and then only upon a deter¬ 
mination that such suspension will not 
be detrimental to the lessor or upon the 
submission and acceptance of a bond 
deemed adequate to indemnify the lessor 
from loss or damage. 

(b) An appeal to the Director may be 
taken from any order of the supervisor 
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by filing such appeal with the latter 
officer within 20 days after service of the 
order. The appeal shall incorporate or 
be accompanied by such written showing 
and argument on the facts and law as 
the appellant may deem adequate to 
justify reversal or modification of the 
order. All statements of fact must be 
made under oath. 

<c) The supervisor shall transmit the 
appeal and accompanying papers to the 
Director with a full report and recom¬ 
mendations in the premises, and that 
official shall review the record and ren¬ 
der such a decision in the case as he 
deems proper. 

(d > An appeal from any decision of the 
Director may be taken to the Secretary 
within 30 days after service of the Di¬ 
rector's decision. The appeal shall be 
accompanied by such written showing 
and argument on the facts and law as 
appellant may deem adequate to justify 
reversal or modification of the decision. 
Any statements of fact not submitted to 
the Director must be made under oath. 

<e> Oral argument in any case pend¬ 
ing before the supervisor, the Director, 
or the Secretary will be allowed on mo¬ 
tion in the discretion of such officer and 
at a time to be fixed by him. 

1 250.82 Judicial review. Nothing 
contained in this part shall be construed 
to prevent any interested party from 
seeking judicial review as authorized by 
law. 

REPORTS TO BE MADE BY ALL LESSEES 
(INCLUDING OPERATORS) 

8 250.90 General requirements. In¬ 
formation required to be submitted in 
accordance with the regulations in this 
part shall be furnished in the manner 
and form prescribed In the regulations 
in this part or as directed by the super¬ 
visor. Copies of forms can be obtained 
from the supervisor and must be filled 
out completely and filed punctually with 
that official. 

i 250.91 Sundry notices and reports 
on wells. Form 9-150 covers all notices 
of intention and all subsequent reports 
pertaining to individual wells except 
those for which special blanks are pro¬ 
vided. The forms may be used for any of 
the purposes listed thereon, or a special 
heading may be Inserted in the blank to 
adapt it for use for similar purposes. 
Any written notice of intention to do 
work which has not been approved and 
for which approval Is required or to 
change plans previously approved must 
be filed in triplicate, unless otherwise di¬ 
rected. and must reach the supervisor 
and receive his approval before the work 
is begun. The lessee is responsible for 
receipt of the notice by the supervisor 
in ample time for proper consideration 
and action. The following paragraphs 
illustrate some of the uses to which Form 
9-150 may be put and indicate the re¬ 
quirements with respect to each use. 

(a) Notice of intention to drill. (1) 
The notice of intention to drill a well 
must be filed in triplicate on Form 9-150 
with the supervisor and approval re¬ 
ceived before the work is begun. This 
notice, in addition to the requirements 
contained in § 250.34. must give the sur¬ 
face location and projected bottom-hole 


location In feet from the lease bound¬ 
aries; elevation of the derrick floor; pro¬ 
posed depth to which the well will bo 
drilled; the bottom-hole location; esti¬ 
mated depths to the top of Important 
markers: estimated depths at which 
water, oil. gas, and mineral deposits are 
expected; the proposed casing program. 
Including the size and weight of casing, 
the depth at which each string is to be 
set. and the amount of cement and mud 
to be used. Information also shall be 
furnished relative to the proposed plan 
for drilling other proposed wells from the 
same platform, coring at specified depths, 
and plans for electrical logging, together 
with any other Information which may 
be required by the supervisor. 

( 2 ) Each copy of the application shall 
be accompanied by a plat drawn on a 
scale of not less than 2.000 feet to the 
inch, showing surface and subsurface 
location of the well to be drilled and all 
wells theretofore drilled. 

<b) Notice of intention to change the 
condition of a well. Before repairing 
(other than work incidental to ordinary 
well operation), acidizing or stimulating 
production by other methods, deepening 
perforating, plugging back, sidetracking 
squeezing with mud or cement, or com¬ 
mencing any operations that will alter 
the condition of a completed well or 
productive horizon other than previously 
reported, a detailed writen statement of 
the plan of work must be filed in tripli¬ 
cate with the supervisor on Form 9-150 
and approval obtained before the work is 
started. This requirement shall not 
deter any operator from taking im¬ 
mediate action in an emergency to pre¬ 
vent damage. 

(c) Subsequent report of changing 
the condition of a well. Within 30 days 
after the completion of any work de¬ 
scribed in paragraph (b) of this sec¬ 
tion. a detailed report of the work done 
and the results obtained shall be filed 
in duplicate with the supervisor. Such 
report shall show the amount of produc¬ 
tion of oil. gas, and w f ater before and 
after the work was completed and shall 
also include a complete statement of the 
work accomplished and the methods em¬ 
ployed. including all dates. Reports of 
work done by service companies, unless 
previously furnished the supervisor, 
shall be submitted with subsequent 
reports. 

<d> Notice of intention to abandon 
well. Before beginning abandonment 
work on any well, whether a drilling 
well, a depleted producing well. or a 
dry hole, notice of intention to abandon 
shall be filed in triplicate with the 
supervisor, and approval obtained be¬ 
fore the work is started. The notice, as 
to a producible well, must show the 
reason for abandonment and the amount 
and date of last production, and as to 
any well must give a detailed statement 
of the proposed work, including such 
Information as kind, location, and length 
of plugs (by depths), and plans for mud- 
ding, cementing, shooting, testing, re¬ 
moving casing, and other pertinent in¬ 
formation. 

(e) Subsequent report of abandon¬ 
ment. After a well is abandoned or 
plugged, a subsequent record of work 
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done must be filed with the supervisor. 
This report shall be filed separately 
within 30 days after the work is done. 
The report shall give a detailed account 
of the manner in which the abandon¬ 
ment or plugging work was carried out. 
including the nature and quantities of 
materials used in plugging and the loca¬ 
tion and extent (by depths) of the plugs 
of different materials: records of any 
tests or measurements made and of the 
rtmount, size. And location (by depths) 
of casing left In the well; and a detailed 
statement of the volume of mud fluid 
used and the pressure attained in mud- 
ding. If an attempt was made to part 
any casing, a complete report of the 
methods used and results obtained must 
be included. 

1250.92 Log and history of well 
The lessee shall furnish In duplicate, on 
Form 9-151. to the supervisor, not later 
than 30 days after the completion of each 
well, a complete and accurate log and 
history, in chronologic order, of all op¬ 
erations conducted on the well. If a log 
is compiled for geologic information 
from cores or formation samples, dupli¬ 
cate copies of such log shall be filed in 
addition to the regular log. Duplicate 
copies of an electric logs, temperature 
surveys, or direction surveys shall be 
furnished. The lessee shall require the 
drillers to record pertinent information 
obtained In drilling the well. 

1 250.93 Monthly report of opera¬ 
tions. A separate report of operations 
for each lease must be made on Form 
9-152 for each calendar month, begin¬ 
ning with the month in which drilling 
operations are Initiated, and must be 
filed in duplicate with the supervisor on 
or before the 20th day of the succeeding 
month, unless an extension of time for 
the filing of such report is granted by 
the supervisor. The report on this form 
shall disclose accurately all operations 
conducted on each well during each 
month, the status of operations on the 
last day of the month, and a general 
summary of the status of operations on 
the leased lands, and the report must 
be submitted each month until the lease 
is terminated or until omission of the 
report is authorized by the supervisor. 
It is particularly necessary that the re¬ 
port shall show for each calendar 
month: 

<a) Each well listed separately by 
number and its location shown if pos¬ 
sible. 

(b> The number of days each well 
produced, whether oil or gas. and the 
number of days each Input well was in 
operation. 

<c) The quantity of oil. gas. and water 
produced; the total amount of gasoline 
and other lease products recovered; and 
other required information. When oil 
and gas, or oil, gas. and gasoline, or other 
hydrocarbons are concurrently produced 
from the same lease, separate reports on 
this form should be submitted for oil 
and gas and gasoline, unless otherwise 
authorized or directed by the supervisor. 

<d> The depth of each active or sus¬ 
pended well; the name, character, and 
depth of each formation drilled during 
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the month; the date each such depth 
was reached; the date and reason for 
every shutdown; the names and depths 
of important formation changes and con¬ 
tents of formations; the amount and size 
of any casing run since last report; the 
dates and results of any tests such as 
production, water shutoff, or gasoline 
content; and any other noteworthy In¬ 
formation on operations not specifically 
provided for in the form. 

<e> If no runs or sales were made 
during the calendar month, the report 
must so state. 

f 250.94 Statement of off and gas 
runs and royalties. When directed by the 
supervisor, a monthly report shall be 
made by the lessee in duplicate, on Form 
9-153. showing each run of oil; all sales 
of gas, gasoline, and other lease prod¬ 
ucts; and the royalty accruing there¬ 
from to the lessor. 

1250 95 Special forms or reports . 
When special forms or reports other 
than those referred to in the regulations 
in this port may be necessary, instruc¬ 
tions for the filing of such forms or re¬ 
ports will be given by the supervisor. 

5 250.96 Waiver or filing reports. The 
supervisor may waive the requirement 
for the filing of reports, records, or 
notices required by ti 250.90 through 
250.95. 

MINERAL 1 CASES AFFECTED BY SECTION 0 

OF OUTER CONTINENTAL SHELF LANDS ACT 

1 250.100 Effect of regulations on 
provisions of lease, (a) As contem¬ 
plated by section 6 (b) of the act. the 
regulations in this part will supersede 
the provisions of any lease which Is 
determined to meet the requirements of 
section 6 (a) of the act, to the extent 
that they cover the same subject matter, 
with the following exceptions: The pro¬ 
visions of a lease with respect to the area 
covered by the lease, the minerals 
covered by the lease, the rentals pay¬ 
able under the lease, the royalties pay¬ 
able under the lease (subject to the 
provisions of sections 6 (a) (8) and 6 (a) 
<9) of the act), and the term of the lease 
(subject to the provisions of section 6(a) 
(10) of the act and, as to sulphur, sub¬ 
ject to the provisions of section 6 <b> (2> 
of the act) shall continue in effect and, 
in the event of any conflict or incon¬ 
sistency, shall take precedence over the 
regulations in this part. 

(b) A lease that meets the require¬ 
ments of section 6 (a) of the act shall 
also be subject to the mineral leasing 
regulations applicable to the outer Con¬ 
tinental Shelf, 1 as well as the regulations 
relating to geophysical and geological 
exploratory operations and to pipeline 
rights-of-way in the outer Continental 
Shelf, to the extent that those regula¬ 
tions are not contrary to or inconsistent 
with the provisions of the lease relating 
to the area covered, the minerals cov¬ 
ered. the rentals payable, the royalties 
payable, and the terms of the lease. 

Note: The record keeping or reporting re¬ 
quirement* of this regulation have been ap¬ 
proved by the Bureau of the Budget in ac¬ 


* Sec 43 CFR Part 201. 
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cor dance with the Federal Reporta Act erf 
1942 . 

Effective date: May 10. 1954. 

Douglas McKay. 
Secretary of the Interior. 

May 4, 1954. 

IF. R. Doc. 64^3431; Filed, MAy 7, 1954; 
8:45 a. m.) 
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TITLE 43—PUBLIC LANDS: 
INTERIOR 

Chapter I—Bureau of Land Manage¬ 
ment, Department of the Interior 

(Circular No. 1874] 

Part 201— Mineral Deposits in the 
Outer Continental Shelf 

Pursuant to the authority vested In 
the Secretary of the Interior by the 
Outer Continental Shelf Lands Act of 
August 7. 1953 (67 Stat. 462). and in 
accordance with the notices published 
in the Federal Register on February 11. 
1954. February 16. 1954, and March 11. 
1954 (19 F. R. 790. 879. 1371). wherein 
comments and objections were invited 
to the tentative regulations then and 
there printed, the following regulations 
governing the Issuance and recognition 
of mineral leases covering submerged 
lands in the outer Continental Shelf, 
together with oil and gas and sulphur 
lease forms, and regulations governing 
operations under such leases are hereby 
prescribed and shall become effective 
on May 10, 1954. 

Norr: 8ee also Title 30. Part 250, supra. 

A new Part 201 is added, reading as 


follows 

Sec. 

general provisions 

201.1 

Purpose and authority. 

201.2 

persons qualified to hold leases. 

201,3 

Leasing maps. 

201.4 

Helium. 

201-5 

Fissionable materials. 

201.6 

Payments due under lease. 

coornurtvs conservation provisions 

201.10 

Unit plans, pooling, and drilling 
agreements. 

201.11 

Application for approval of unit 
plan. 

201.12 

Pooling or drilling agreements. 

201.13 

Subsurface storage of oil or gas. 

201.14 

Directional drilling. 

issuance or lease* 

201.20 

Kind and term. 

20121 

Notice of lease offer. 

20122 

What must accompany bid*. 

201.23 

Award of lease. 

201.24 

Form. 

20125 

Dating of leases. 

rentals and royalties 

20140 

Rentals. 

201.41 

Royalties. 

201 42 

Minimum royalty. 

201.43 

Compensatory payments: extension 


of lease. 


BONDS 

201.50 Amount of bond required of lessee. 

201.51 Form of bond. 

assignments oe teanstow 

201.60 Assignment of lease* or interests 
therein. 
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&*c 

201.61 Requirement for filing of transfers. 

201.62 Separate assignments required for 

transfer of record title to lease*. 

201.63 Effect of assignment of particular 

tract. 

TERMINATION OF LEASES 

201.00 Relinquishment of leases or parts of 
leases. 

201.81 Cancellation of lease*. 
su.srtNMOM or ornunorr* and rtooucnON: 

BOTALTT AND MENTAL RELIEF 

201.00 Suspension of operations and pro¬ 
duction; royalty and rental re¬ 
lief. 

MINERAL LEASES A r TKCTSP BY SECTION • OF 
OITTVB CONTINENTAL SHELF LANDS ACT 

201.110 Effect of regulations on provisions 

of lease. 

201.111 Leases of other minerals. 

201.112 Bonds. 

201.113 Wells. 

201.114 Inspection. 

201.115 Diligence; compliance with regula¬ 

tions and orders. 

201.116 Freedom of purchase. 

201.117 Nondiscrimination. 

201.118 Purchase of production. 

201.110 Suspension of operations during war 
or national emergency. 

201.120 Restriction of exploration and oper¬ 

ations. 

201.121 Geological and geophysical explora¬ 

tion; rights-of-way. 

201.122 Leases of sulphur and other min¬ 

eral. 

201.123 Removal of property on termina¬ 

tion of lease. 

201.124 Remedies in case of default. 

201.125 Heirs and successors In interest. 

APPEALS 

201.150 Appeals. 

Authority: || 201.1 to 201.150 Issued under 
sec. 5, 67 St&t. 464; 43 U. S. C. 1334. Interpret 
or apply secs. 6. 8. 67 Stat. 465. 468; 43 U. 3. C. 
1335. 1337. 

CEKERAL PROVISIONS 

5 201.1 Purpose and authority. The 
Outer Continental Shelf Lands Act of 
August 7.1953 <67 Stat. 462), referred to 
In this part as “the act”, among other 
things, authorizes the Secretary of the 
Interior to issue on a competitive basis 
leases for oil and gas. sulphur, and other 
minerals In submerged lands of the outer 
Continental Shelf, as defined In section 
2 of the act. The inclusion of this part 
In this title shall not be construed as an 
interpretation that the laws and regula¬ 
tions pertaining to public lands are ap¬ 
plicable to the submerged lands of the 
outer Continental Shelf. 

5 201.2 Persons Qualified to hold 
leases. Mineral leases issued pursuant 
to section 8 of the act may be held only 
by citizens of the United States over 2i 
years of age. associations of such citi¬ 
zens. States, political subdivisions of a 
State, or private, public, or municipal 
corporations organized under the laws of 
the United States or of any State or 
Territory thereof. 

$ 201.3 Leasing maps, (a) Any area 
of the outer Continental Shelf which has 
been appropriately platted as provided in 
paragraph (b) of this section Is subject 
to lease for any mineral not Included in 
a subsisting lease Issued under the act 
or meeting the requirements of subsec¬ 
tion (a) of section 6 of the act, unless 


RULES AND REGULATIONS 

before any lease Is offered or Issued the 
unit Is <1> withdrawn from disposition 
pursuant to section 12 (a) of the act. 
or (2) designated as an area or part of 
an area restricted from operation under 
section 12 (d) of the act. 

<b> As the need arises, the Bureau of 
Land Management will prepare official 
leasing maps of areas of the outer Con¬ 
tinental Shelf, which will be made to 
conform so far as practicable to the 
method of tract designation established 
by the adjoining State. The area in¬ 
cluded in each mineral lease shall be 
described In accordance with the official 
leasing map. 

(c> Each oil and gas lease issued pur¬ 
suant to section 8 of the act shall cover 
a compact area, which shall not exceed 
5,760 acres. 

#201.4 Helium. Each lease Issued or 
continued under the act shall be subject 
to a reservation by the United States of 
the ownership of and the right to ex¬ 
tract helium from all gas produced from 
the leased area, subject to such rules 
and regulations as shall be prescribed by 
the Secretary of the Interior. In case 
the United States elects to take the 
helium, the lessee shall deliver all gas 
containing helium, or the portion of gas 
desired, to the United States at any point 
on the leased area in the manner re¬ 
quired by the United States, for the ex¬ 
traction of helium in such plant or re¬ 
duction works for that purpose as the 
United States may provide, whereupon 
the residue shall be returned to the 
lessee with no substantial delay in the 
delivery of gas produced from the well 
to the purchaser thereof. The lessee 
shall not suffer a diminution of value of 
the gas from which the helium has been 
extracted, or loss otherwise, for which 
he is not reasonably compensated, save 
for the value of the helium extracted. 
The United States shall have the right 
to erect, maintain, and operate on the 
leased area any and all reduction works 
and other equipment necessary for the 
extraction of helium. 

5 201.5 Fissionable materials. In ac¬ 
cordance with section 12 <e) of the act 
each lease issued shall contain a reserva¬ 
tion to the United States of all uranium, 
thorium, and all other materials de¬ 
termined pursuant to paragraph (l) of 
subsection <b> of section 5 of the Atomic 
Energy Act of 1946, as amended, to be 
peculiarly essential to the production of 
fissionable material, contained, in what¬ 
ever concentration in deposits in the 
subsoil and sea bed of the outer Conti¬ 
nental Shelf and leases continued under 
section 6 of the act will be subject to the 
same reservation. 

5 201.6 Payments due under lease. 
All payments to the United States re¬ 
quired by the act or the regulations in 
this part shall be made to the oil and gas 
supervisor of the Geological Survey for 
the region in which the leased area Is 
situated unless otherwise provided by the 
regulations in this part or directed by 
the Secretary. All such payments should 
be made by check, bank draft, or money 
order payable to the Treasurer of the 
United States. 


COOPERATIVE CONSERVATION PROVISIONS 

5 201.10 Unit plans, pooling . and drill¬ 
ing agreements. Section 5 (a) (1) of 
the act authorizes the Secretary in the 
interest of conservation to provide for 
unitization, pooling and drilling agree¬ 
ments. Such agreements may be initi¬ 
ated by lessees or where in the Interest 
of conservation they are deemed neces¬ 
sary they may be required by the Secre¬ 
tary. 

5 201.11 Application for approval of 
unit plan. The procedure for obtaining 
the approval of a unit plan of develop¬ 
ment is contained in 30 CFR Part 226. 
“Unit or Cooperative Agreements*'. 1 All 
applications to unitize and all documents 
incident thereto shall be filed in the 
office of the oil and gas supervisor. Geo¬ 
logical Survey, for the region in which 
the unit area is situated. 

# 201.12 Pooling or drilling agree¬ 
ments. (a) With the approval of the 
Secretary, pooling or drilling agreements 
may be made between lessees for the 
purposes of (1) utilizing a common drill¬ 
ing platform to develop adjacent or ad¬ 
joining leases; <2> permitting operators 
or pipeline companies to enter into con¬ 
tracts involving a number of leases suffi¬ 
cient to Justify operations on a large 
scale for the discovery, development, 
production or transportation of oil and 
gas. sulphur, or other minerals and to 
finance the same; or (3) for other pur¬ 
poses in the Interest of conservation. 

<b) A contract submitted for approval 
under these provisions should be filed 
with the oil and gas supervisor, to¬ 
gether with enough copies to permit 
retention of 5 copies by the Department 
after approval. Complete details rnu^t 
be furnished in order that the Secretary 
may have facts upon which to make a 
definite determination and prescribe the 
conditions on which the contract is 
approved. 

5 201.13 Subsurface storage of oil or 
gas. (a) In order to avoid waste or to 
promote conservation of natural re¬ 
sources. and when it can be shown that 
no undue interference with operation* 
under existing leases will result, the Sec¬ 
retary. upon application by the inter¬ 
ested parties, may authorize the subsur¬ 
face storage of oil or gas in the lands 
of the outer Continental Shelf, whether 
or not produced from the outer Con¬ 
tinental Shelf. Such authorization will 
provide for the payment of such storage 
fee or rental on the stored oil or gas as 
may be determined adequate in each 
case, or, In lieu thereof, for a royalty 
other than that prescribed In any lease 
of the area Involved when such stored 
oil or gas Is produced in conjunction 
with oil or gas not previously produced. 
Any lease of an area used for the storage 
of oil or gas shall not be deemed to ex¬ 
pire during the period of such storage 
and so long thereafter as oil or gas not 
previously produced is produced In pay¬ 
ing quantities, or drilling or well rework¬ 
ing operations as approved by the Sec¬ 
retary are conducted thereon. 

<b> Applications for subsurface stor¬ 
age shall be filed in triplicate with the 


■Sc* Title 30. Chapter n. Part 226, tupra. 
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oil and ga s supervisor and shall disclose 
the ownership of the lands or Interests 
in the lands involved, the parties in in¬ 
terest. Including lessees of other mineral 
interests, the storage fee. rental, or roy¬ 
alty offered to be paid for such storage 
and all essential information showing 
the necessity for such storage. Enough 
copies of the final agreement signed by 
the parties in interest shall be submitted 
for the approval of the Secretary to 
permit retention of 5 copies by the De¬ 
partment after approval. 

1201.14 Directional drilling. A lease 
may be maintained in force by direc¬ 
tional wells drilled under the leased area 
from surface locations on adjacent or 
adjoining land not covered by the lease. 
In such circumstances, drilling shall 
be considered to have commenced on 
the leased area when drilling is com¬ 
menced on the adjacent or adjoining 
land for the purpose of directionally 
drilling under the leased area through 
any directional well surfaced on ad¬ 
jacent or adjoining land, and production, 
drilling, or reworking of any such di¬ 
rectional well shall be considered pro¬ 
duction or drilling or reworking opera¬ 
tions (as the case may be> on the leased 
area for all purposes of the lease. 

ISSUANCE or LEASES 

I 201.20 Kind and term. In accord¬ 
ance with the provisions of section 8 of 
the act. all leases will be issued competi¬ 
tively upon the Department’s motion or 
upon a request describing the area and 
expressing an interest in leasing a unit 
or units addressed to the Director, Bu¬ 
reau of Land Management. Washington 
25. D. C., hereinafter referred to as the 
three tor. with a copy to the oil and gas 
supervisor. From time to time the Di¬ 
rector may issue calls for the submission 
of requests for oil and gas or other min¬ 
eral lease offerings in specified areas. 
Leases wiU be awarded to the highest 
qualified bidder on the basis specified 
in the notice of lease offer. All oil and 
gas leases shall be for a term of 
5 years and so long thereafter as oil 
or gas may be produced from the leased 
area in paying quantities or drilling or 
well reworking operations, as approved 
by the Secretary, are conducted thereon. 
All sulphur leases shall be for a term of 
10 years and so long thereafter os sul¬ 
phur may be produced from the leased 
area in paying quantities or drilling, 
well reworking, plant construction, or 
other operations for the production of 
sulphur, as approved by the Secretary, 
arc conducted thereon. Other mineral 
leases shall be for such terms as may be 
prescribed by the Secretary at the time 
of offering the leases. 

5 201.21 Notice of tease offer . Notice 
of the offer of lands for lease will be 
Riven by publication at the expense of 
the United States in the Federal Regis¬ 
ter, os the official publication, and in 
such other publications as the Director 
may authorise and the first publication 
shall be at least 30 days prior to the date 
of sale. The notice will set the place, 
date, and hour at which the bids will be 
opened. All sealed bids In response to 
any such notice must be filed at the 
place, and prior to the time set for open¬ 


ing bids. The notice may contain special 
conditions which will become part of the 
lease to be issued. 

5 201.22 What must accompany bids. 
(a) A separate bid must be submitted 
for each lease unit described in the no¬ 
tice of lease offer. A bid may not be 
submitted for less than an entire unit. 
Each bidder must submit with his bid 
a certified or cashier’s check or bank 
draft on a solvent bank, or a money order 
or cash, for one-fifth of the amount of 
the cash bonus. If the bidder is an In¬ 
dividual. he must submit with his bid a 
statement of his citizenship. If the bid¬ 
der is an association (including a part¬ 
nership) . the bid shall be accompanied 
also by a certified copy of the articles of 
Association or appropriate reference to 
the record of the Bureau of Land Man¬ 
agement In which such a copy has al¬ 
ready been filed, with a statement as to 
any subsequent amendments. If the 
bidder is a corporation, the following 
additional information shall be submit¬ 
ted with the bid: 

(1) A certified copy of the articles of 
Incorporation and a copy either of the 
minutes of the meeting of the board of 
directors or of the by-laws indicating 
that the officer signing the bid has au¬ 
thority to do so. or. in lieu of such a 
copy, a certificate by the secretary or 
the assistant secretary of the corpora¬ 
tion to that effect, over the corporate 
seal or appropriate reference to the 
record of the Bureau of Land Manage¬ 
ment In connection with which such 
articles and authority have been pre¬ 
viously furnished. 

(b) All bidders are warned against 
violation of the provisions of Title 18 
U. 8. C. section 1860. prohibiting un¬ 
lawful combination or intimidation of 
bidders. 

§ 201.23 Award of lease. Following 
the public opening of the sealed bids as 
provided for In the notice of lease offer, 
the Director, subject to his right to re¬ 
ject any and all bids will award the lease 
to the successful bidder. In the event 
the highest bids arc tie bids, tic bidders 
may file with the Director within 15 
days after notification an agreement to 
accept the lease jointly, otherwise all 
bids will be rejected. If the Director 
fails to accept the highest bid for a lease 
within 30 days after the date on which 
the bids ore opened, all bids for such 
lease will be considered rejected. Notice 
of his action will be transmitted 
promptly to the several bidders. If the 
lease is awarded, three copies of the 
lease will be sent to the successful bidder 
and he will be required within 30 days 
from his receipt thereof to execute them, 
pay the first year’s rental, the balance 
of the bonus bid. and file a bond as re¬ 
quired in $ 201.50. Deposits on rejected 
bids will be returned. If the successful 
bidder falls to execute the lease or other¬ 
wise comply with the applicable regula¬ 
tions, his deposit will be forfeited and 
disposed of as other receipts under tho 
act. If before the lease is executed on 
behalf of the United States the land is 
withdrawn or restricted from leasing, 
all payments made by the bidder will be 
refunded. If the awarded lease Is exe¬ 
cuted by an agent acting in behalf of 


the bidder, the lease must be accom¬ 
panied by evidence that the bidder au¬ 
thorized the agent to execute the lease. 
When the three copies of the lease are 
executed by the successful bidder and 
returned to the Director, the lease will 
be assigned a serial number and will be 
executed on behalf of the United States, 
and one fully executed copy will be 
mailed to the successful bidder. 

I 201.24 Form . Oil and gas leases 
will bo Issued on Form 4-1255, and sul¬ 
phur leases on Form 4-1256. Other 
mineral leases will be issued on such 
forms as may be prescribed by the 
Secretary. 

$ 201.25 Dating of leases. All leases 
issued under the regulations in this part 
will be dated and become effective as of 
the first day of the month following tho 
date the leases are signed on behalf of 
the lessor, except that, when prior 
written request is made, a lease may be 
dated and become effective as of the first 
day of the month within which it is so 
signed. 

RENTALS AND ROYALTIES 

f 201.40 Rentals. An annual rental 
shall be due and payable In advance on 
the first day of each lease year prior to 
discovery at the rate specified In tho 
lease. The owner of any lease created 
by the assignment of a portion of a pro¬ 
ducing lease and on which assigned por¬ 
tion there is no discovery shall be re¬ 
quired to pay an annual rental for such 
assigned portion at the rate per acre 
specified in the lease payable each lease 
year following the year In which the 
assignment became effective and prior to 
a discovery on such segregated portion. 

$ 201.41 Royalties. Royalties shall be 
at the rate specified In the lease but in 
no event shall the royalty on oil and gas 
be less than 12 Vz percent of the amount 
or value of the production saved, re¬ 
moved or sold from the lease, nor on 
sulphur less than 5 percent of the gross 
production or value of the sulphur at 
the wellhead. 

$ 201.42 Minimum royalty . Each 
lessee shall pay the minimum royalty 
specified in the lease at the end of each 
lease year beginning with the first leaso 
year following a discovery on the lease. 

5 201.43 Compensatory payments , ex¬ 
tension of lease. In the event that an oil 
and gas lessee makes compensatory pay¬ 
ments as provided In 30 CFR 250.33 and 
Jn the event that the lease is not being 
maintained in force by other production 
of oil or gas in paying quantities or by 
other approved drilling or reworking 
operations, such payments shall be con¬ 
sidered as the equivalent of production 
in paying quantities for all purposes of 
the lease. 

BONDS 

$ 201.50 Amount of bond required of 
lessee. The successful bidder prior to the 
issuance of an oil and gas or sulphur 
lease must furnish a corporate surety 
bond in the sum of $15,000 conditioned 
on compliance with all of the terms of 
the lease, unless he already maintains or 
furnishes a bond in the sum of $100,000 
conditioned on compliance with tho 
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terms of oil and gas and sulphur leases 
held by him on the outer Continental 
Shelf in the <a) Gulf of Mexico. <b> along 
the Pacific Coast or <c) along the Atlan¬ 
tic Coast as may be appropriate. An 
operator’s bond in the same amount may 
be substituted at any time for the lessee’s 
bond. The United States reserves the 
right to require additional security in the 
form of a supplemental bond or bonds 
or to increase the coverage of an existing 
bond if. after operations or production 
have begun* such additional security is 
deemed necessary. The amount of bond 
coverage on leases for other minerals 
will be determined at the time of the 
offer to lease and will be stated In the 
notice of lease offer. 

5 201,51 Form of bond. Bonds fur¬ 
nished by lessee or operator for a single 
lease will be on Forms 4-1257 and 4- 
1260. The $100,000 bond will be on Form 
4-1258. In place of a surety bond a les¬ 
see or operator may furnish his personal 
bond and deposit therewith United 
States bonds in a sum equal at their par 
value to the amount of the surety bond, 
such personal bonds as to a single lease 
to be on Forms 4-1261 and 4-1262. and 
as to areas. Forms 4-1259. 

ASSIGNMENTS OR TRANSFERS 

5 201.60 Assignment of leases or in¬ 
terests therein. Leases, or any un¬ 
divided interest therein, may be assigned 
in whole or as to any officially desig¬ 
nated subdivision subject to the approval 
of the Director, to any one qualified un¬ 
der 5 201.2 to take and hold a lease. Any 
assignment made under this section 
shall, upon approval, be deemed to be 
effective on and after the first day of the 
lease month following its filing in the 
Bureau of Land Management. Washing¬ 
ton 25. D. C.. unless at the request of the 
parties an earlier date is specified in the 
Director's approval. The assignor shall 
be liable for all obligations under the 
lease accruing prior to the approval of 
the assignment. 

5 201.61 Requirements for filing of 
transfers . (a) (1) All instruments of 

transfer of a lease or of an interest 
therein, including operating agreements, 
subleases, and assignments of record in¬ 
terests. mast be filed in triplicate for ap¬ 
proval within 90 days from the date of 
final execution with a statement over 
the transferee’s own signature with re¬ 
spect to citizenship and qualifications 
similar to that required of a lessee and 
must contain all of the terms and con¬ 
ditions agreed upon by the parties 
thereto. Carried working interests, 
overriding royalty interests, or payments 
out of production, may be created or 
transferred without requirement for fil¬ 
ing or approval. 

(2) An application for approval of any 
instrument required to be filed must be 
accompanied by a fee of $10. and an ap¬ 
plication not accompanied by payment 
of such a fee will not be accepted for 
filing. Such fee will not be returned 
even though the application later be 
withdrawn or rejected in whole or in 
part. 

(b) Where an attorney in fact, in be¬ 
half of the holder of a lease, operating 
agreement or sublease signs an assign¬ 


ment of the agreement, lease, or interest, 
or signs the application for approval, 
there must be furnished evidence of the 
authority of the attorney in fact to 
execute the assignment or application 
and the statement required by § 201.22. 

(c) Where an assignment creates a 
segregated lease a bond must be fur¬ 
nished in the amount prescribed in 
5 201.50. Where an assignment docs not 
create separate leases the assignee, if 
the assignment so provides and the 
surety consents, may become a joint 
principal on the bond with the assignor. 

(d) In order for the heirs or devisees 
of a deceased holder of a lease, or any 
Interest therein, to be recognized by the 
Department as the lawful successor to 
such lease or interest, evidence of their 
status as such heirs or devisees must be 
furnished in the form of a certified copy 
of an appropriate order or decree of the 
court having jurisdiction of the distribu¬ 
tion of the estate or, if no court action 
is necessary, the statements of two dis¬ 
interested parties having knowledge of 
the facts or a certified copy of the will, 
and. in all cases, the statements of the 
heirs or devisees that they are the per¬ 
sons named as successors to the estate 
with evidence of their qualifications as 
provided in } 201.22. In the event such 
heirs or devisees are unable to qualify to 
hold the lease or interest they will never¬ 
theless be recognized as the lawful suc¬ 
cessors of the deceased for a period of 
not to exceed 2 years from the date of 
death of their predecessor in interest. 

5 201.62 Separate assignments re¬ 
quired for transfer of record title to 
leases. A separate instrument of assign¬ 
ment must be filed for each lease when 
transfers involve record titles. When 
transfers to the same person, association, 
or corporation. Involving more than one 
lease are filed at the same time for ap¬ 
proval. one request for approval and one 
showing as to the qualifications of the 
assignee will be sufficient. 

5 201.63 Effect of assignment of par¬ 
ticular tract. <a> When an assignment 
is made of all of the record title to a 
portion of the acreage in a lease, the 
assigned and retained portions become 
segregated into separate and distinct 
leases. The assignee becomes a lessee of 
the Government as to the segregated 
tract and is bound by the terms of the 
lease as though he had obtained the 
lease from the United States in his own 
name, and the assignment after its ap¬ 
proval will be the basis of a new record. 
Royalty, minimum royalty, and rental 
provisions of the original lease shall 
apply separately to each segregated por¬ 
tion. 

(b) In the case of an assignment of a 
portion of an oil and gas lease the segre¬ 
gated leases shall continue in full force 
and effect for the primary term of the 
original lease and so long thereafter as 
oil or gas may be produced from the 
original leased area in paying quantities 
or drilling or well reworking operations 
as approved by the Secretary are con¬ 
ducted thereon. 

TERMINATION OF LEASES 

5 201 80 Relinquishment of leases or 
parts of leases . A lease or any official 


designated subdivision thereof may be 
surrendered by the record title holder by 
filing a written relinquishment, in tripli¬ 
cate. with the Director’s office. A relin¬ 
quishment shall take effect on the date 
it is filed subject to the continued obli¬ 
gation of the lessee and his surety to 
make payment of all accrued rentals and 
royalties and to abandon all wells on the 
land to be relinquished to the satisfac¬ 
tion of the oil and gas supervisor, 

5 201.81 Cancellation of leases. Any 
nonproducing lease issued under the act 
may be canceled by the Secretary of the 
Interior whenever the lessee fails to 
comply with any provision of the act or 
lease or applicable regulations in force 
and effect on the date of the issuance of 
the lease, if such failure to comply con¬ 
tinues for 30 days after mailing of notice 
by registered letter to the lease owner 
at his record post office address. Any 
such cancellation is subject to Judicial 
review as provided in section 8 (J> of the 
act upon the complaint of any person. 
Producing leases issued under the act 
may be canceled for such failure only 
by Judicial proceedings in the manner 
prescribed in section 5 (b) (2) of the act. 
Any lease issued under the act, whether 
producing or not. will be canceled by 
the Secretary of the Interior upon proof 
that it was obtained by fraud or misrep¬ 
resentation, and after notice and oppor¬ 
tunity to be heard has been afforded to 
the lessee. 

SUSPENSION or OPERATIONS AND PRODUC¬ 
TION 1 ROYALTY AND RENTAL RELIEF 

5 201.90 Susjyension of operations and 
production ; royalty and rental relief . 
(a) In addition to the provisions of sec¬ 
tion 12 (c) and (d> of the act, in the 
event that the Director of the Geological 
Survey in the interest of conservation 
directs the suspension of both operations 
and production with respect to any lease 
no payment of rental or royalty will be 
required during the period of suspension; 
and the term of the lease will be ex¬ 
tended by a period equivalent to the pe¬ 
riod of suspension. In the event that 
the Director of the Geological Survey 
assents, at the request of a lessee, to a 
suspension of both operations and pro¬ 
duction under a lease or directs or as¬ 
sents to a suspension of operations only 
or production only, the term of the lease 
will not be deemed to expire so long as 
the suspension remains in effect but the 
lessee will not be relieved of his obliga¬ 
tion to pay rental, minimum royalty, or 
royalty, as the case may be, during the 
term of suspension. In the event a leased 
area contains only a well or wells capable 
of producing gas in paying quantities but 
which gas cannot be produced because of 
the lack of transportation facilities, the 
Director of the Geological Survey shall, 
upon application, grant producing relief 
subject to the conditions of this para¬ 
graph for a maximum period not to ex¬ 
ceed five years commencing with the 
lease year beginning on or after the date 
of discovery, or the effective date of the 
regulations in this part, whichever is 
later. Any further suspension will be 
granted only pursuant to the other provi¬ 
sions of this paragraph. As to leases 
maintained under section 6 of the act 
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which cover minerals In addition to oil 
and gas, suspensions may be made sepa¬ 
rately as to oil and gas or as to any other 
mineral designated in the suspension, 
order, or grant, 

(b) In order to increase the ultimate 
recovery of minerals and in the Interest 
of conservation, the Director of the Geo¬ 
logical Survey, whenever he determines 
it necessary to promote development or 
finds that a lease cannot be successfully 
operated under the terms provided 
therein, may reduce the rental, mini¬ 
mum royalty, or royalty on the entire 
leasehold, or on any deposit, tract, or 
portion thereof segregated for royalty 
purposes. An application for any of the 
above relief shall be filed in triplicate 
with the Director of the Geological Sur¬ 
vey. It must contain the serial number 
of the lease; the name of the record 
title holder: a description of the area 
included in the lease; the number, loca¬ 
tion, and status of each well that has 
been drilled; a tabulated statement for 
each month, covering a period of not less 
than six months prior to the date of 
filing the application, of the aggregate 
amount of minerals subject to royalty 
computed In accordance with the lease 
and applicable regulations. Every ap¬ 
plication must also contain a detailed 
statement of expenses and costs of oper¬ 
ating the entire lease and of the Income 
from the sale of any leased products, and 
all facts tending to show whether the 
wells or workings can be successfully op¬ 
erated upon the rental or royalty fixed 
in the lease. Where the application is 
for a reduction of royalty, full informa¬ 
tion shall be furnished as to whether 
royalties or payments out of production 
are paid to others than the United States, 
the amounts so paid, and efforts made to 
reduce them. The applicant must Also 
file agreements of the holders of the lease 
and of royalty holders to a permanent 
reduction of all other royalties from the 
leasehold to an aggregate not in excess 
of one-half the Government royalties, 

VlNERAL LEASES AFFECTED BY SECTION 6 OF 

OUTER CONTINENTAL SHELF LANDS ACT 

$ 201.110 Effect of regulations on pro- 
visions of lease, (a) As contemplated by 
section 6 (b) of the act, the preceding 
regulations in this part so far as they 
are applicable and the following regula¬ 
tions will supersede the provisions of 
any lease which Is determined to meet 
the requirements of section 6 (a) of the 
act. to the extent that they cover the 
same subject matter, with the following 
exceptions: The provisions of a lease 
with respect to the area covered by the 
lease, the minerals covered by the lease, 
the rentals payable under the lease, the 
royalties payable under the lease <sub¬ 
ject to the provisions of sections 6 (a) 
<8> and 6 (a) <9) of the act), and the 
term of the lease (subject to the provi¬ 
sions of section 6 (a) <10) of the act and. 
as to sulphur, subject to the provisions 
of section 6 (b) (2) of the act) shall con¬ 
tinue in effect and, in the event of any 
conflict or inconsistency, shall take 
precedence over those regulations.* 


•Nothing herein should be construed to 
WMve compliance with any provision of any 
BUte lease the eubject matter of which la 
hot covered In the regulations In this park 


FEDERAL REGISTER 

(b) A lease that meets the require¬ 
ments of section 6 (a) of the act shall 
also be subject to all operating and 
conservation regulations applicable to 
the outer Continental Shelf, as well as 
the regulations relating to geophysical 
and geological exploratory operations 
and to pipeline rights-of-way in the 
outer Continental Shelf, to the extent 
that those regulations are not contrary 
to or inconsistent with the provisions of 
the lease relating to the area covered, 
the minerals covered, the rentals pay¬ 
able. the royalties payable, and the term 
of the lease. 

{201.111 Leases of other minerals. 
The existence of a lease that meets the 
requirements of section 6 <a> of the act 
will not preclude the issuance of other 
leases of the same area for deposits of 
other minerals: Provided, That no lease 
of minerals other than those covered by 
the lease shall authorize or permit the 
lessee thereunder unreasonably to inter¬ 
fere with or endanger operations under 
the existing lease: And provided further , 
That no sulphur leases will be granted 
by the United States on any area while 
such area is included in a lease covering 
sulphur under section 6 <b) of the act, 

§ 201.112 Bonds. Within 30 days 
from the effective date of the regula¬ 
tions in this part or within such further 
period or periods as may be fixed from 
time to time by the Director, the lessee 
under a lease meeting the requirements 
of section 6 (a) of the act must furnish 
a bond as provided in § 201.50. 

§ 201.113 Wells, (a) After due notice 
in writing, the lessee shall drill and pro¬ 
duce such wells as the Secretary may 
reasonably require in order that the 
leased area or any part thereof may be 
properly and timely developed and pro¬ 
duced in accordance with good operat¬ 
ing practice. 

(b) At the election of the lessee, the 
lessee may drill and produce other wells 
in conformity with any system of well 
spacing or production allotments affect¬ 
ing the area, field, or pool In which the 
leased area or any part thereof is situ¬ 
ated, which is authorized or sanctioned 
by applicable law or by the Secretary. 

(c) The lessee shall drill and produce 
such wells as are necessary to protect the 
lessor from loss by reason of production 
on other properties, or in lieu thereof, 
with the consent of the oil and gas super¬ 
visor, to pay a sum determined by the 
supervisor as adequate to compensate 
the lessor for failure to drill and produce 
any such well. In the event that this 
lease is not being maintained in force by 
other production of oil or gas in paying 
quantities or by other approved drilling 
or reworking operations, such payments 
shall be considered as the equivalent of 
production in paying quantities for all 
purposes of this lease. 

§201.114 Inspection. The lessee 
shall keep open at all reasonable times 
for the inspection of any duly author¬ 
ized officer of the Department of the 
Interior, the leased area and all wells. 
Improvements, machinery and fixtures 
thereon and all books, accounts, maps 
and records relative to operations and 
surveys or investigations on or with rc- 
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gard to the leased area or under the 
lease. 

§ 201.115 Diligence ; compliance with 
regulations and orders . The lessee shall 
exercise reasonable diligence In drilling 
and producing the well* herein provided 
for; shall carry on all operations In 
accordance with approved methods and 
practices including those provided in the 
operating and conservation regulations 
for the outer Continental Shelf; shall 
remove all structures when no longer 
required for operations under the leaao 
to sufficient depth beneath the surface 
of the waters to prevent them from 
being a hazard to navigation and tho 
fishing Industry; and shall carry out at 
expense of the lessee all lawful and 
reasonable orders of the lessor relative to 
the matters in this section. On failure 
of the lessee so to do the lessor shall 
have the right to enter on the property 
and to accomplish the purpose of such 
orders at the lessee's cost: Provided , 
That the lessee shall not be held re¬ 
sponsible for delays or casualties occa¬ 
sioned by causes beyond the lessee’s 
control 

§ 201.116 Freedom of purchase. Tho 
lessee shall accord all workmen and em¬ 
ployees directly engaged in any of the 
operations under the lease complete 
freedom of purchase. 

§ 201.117 Nondiscrimination . The 
lessee shall not discriminate against any 
employee, or applicant for employment, 
because of race, creed, color, or national 
origin, and shall require an identical 
provision to be included in all sub-con¬ 
tracts relating to operations under his 
lease. 

§201.118 Purchase of production. In 
time of w r ar, or when the President of 
the United 8tates shall so prescribe, the 
United States shall have the right of 
first refusal to purchase at the market 
price all or any portion of the oil or gas 
produced from the leased area, as pro¬ 
vided in section 12 (b) of the act. 

§201.119 Suspension of operations 
during war or national emergency . Upon 
recommendation of the Secretary of De¬ 
fense, during a state of war or national 
emergency declared by the Congress or 
the President of the United States after 
August 7. 1053, the Secretary is author¬ 
ized to suspend any or all operations un¬ 
der a lease, as provided in section 12 (c) 
of the act: Provided . That just compen¬ 
sation shall be paid by the United States 
to the lessee whose operations are thus 
suspended. 

§201.120 Restriction of exploration 
and operations. The United States shall 
have the right, as provided in section 12 
<d) of the act, to restrict from explora¬ 
tion and operations the leased area or 
any part thereof which may be desig¬ 
nated by and through the Secretary of 
Defense, with the approval of the Presi¬ 
dent of the United States, as, or as part 
of, an area of the outer Continental 
Shelf needed for national defense. So 
long as such designation remains in ef¬ 
fect no exploration or operations may 
be conducted on the surface of the leased 
area or the port thereof included within 
the designation except with the concur¬ 
rence of the Secretary of Defense. IX 
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operations or production under any lease 
within any such restricted area shall be 
suspended, any payments of rentals, 
minimum royalty, and royalty prescribed 
by such lease likewise shall be suspended 
during such period of suspension of 
operations and production, and the term 
of such lease shall be extended by adding 
thereto any such suspension period, and 
the United States shall be liable to the 
lessee for such compensation as Is re¬ 
quired to be paid under the Constitution 
of the United States. 

S 201.121 Geological and geophysical 
exploration: rights-of-way. The United 
States reserves the light to authorize 
the conduct of geological and geophysi¬ 
cal exploration in the leased area which 
does not interfere with or endanger ac¬ 
tual operations under the lease and the 
right to grant such casements or rights- 
of-way. upon, through, or in the leased 
area as may be necessary or appropriate 
to the working of other lands containing 
the deposits described in the act. and to 
the treatment and shipment of products 
thereof by or under authority of the 
Government, its lessees or permittees, 
and for other public purposes, subject 
to the provisions of section 5 <c> of the 
act where they are applicable and to all 
lawful and reasonable regulations and 
conditions prescribed by the Secretary 
thereunder. 

g 201.122 Leases of sulphur and other 
mineral The United States reserves the 
right to grant sulphur leases and leases 
of any mineral other than oil, gas, and 
sulphur within the leased area or any 
part thereof, subject to the provisions of 
sections 8 (c>. 8 (d>. and 8 <e> of the act 
and all lawful and reasonable regula¬ 
tions prescribed by the Secretary there¬ 
under: Provided . That no such sulphur 
lease or lease of other mineral shall au¬ 
thorize or permit the lessee thereunder 
unreasonably to interfere with or endan¬ 
ger operations under the lease which is 
continued under section 6 of the act. 

S 201.123 Removal of property on 
termination of lease. Upon the expira¬ 
tion of any lease, or the earlier termina¬ 
tion thereof as provided in the regula¬ 
tions in this part, the lessee shall within 
a period of one year thereafter remove 
from the premises all structures, ma¬ 
chinery, equipment, tools, and materials 
other than improvements needed for 
producing wells or for drilling or pro¬ 
ducing other leases, and other property 
permitted by the lessor to be maintained. 

|. 201.124 .Remedies in case of default . 
<a» Whenever the lessee falls to comply 
with any of the provisions of the act or 
of the lease or of the lawful and reason¬ 
able regulations issued within 90 days 
after the Secretary of the Interior has 
determined that the lease meets the re¬ 
quirements of section 6 (a) of the act. 
the lease shall be subject to cancellation 
as follows: 

(1) If. at the time of such default, no 
well Is producing, or is capable of pro¬ 
ducing. oil or gas in paying quantities 
from the leased area, whether such well 
be drilled from a surface location within 
the leased area or be directionally drilled 
from a surface location on adjacent or 
adjoining lands the lease may be can¬ 


celled by the Secretary (subject to the 
right of judicial review as provided in 
section 8 (J) of the act) if such default 
continues for the period of 30 days after 
mailing of notice by registered letter to 
the lessee at the lessee’s record post 
ofllce address. 

(2) If. at the time of such default, any 
well is producing, or is capable of pro¬ 
ducing. oil or gas in paying quantities 
from the leased area, whether such well 
be drilled from a surface location within 
the leased area or be directionally drilled 
from a surface location on adjacent or 
adjoining lands, the lease may be can¬ 
celled by an appropriate proceeding in 
any United States district court having 
jurisdiction under the provisions of sec¬ 
tion 4 (b) of the act if such default con¬ 
tinues for the period of 30 days after 
mailing of notice by registered letter to 
the lessee at the lessee’s record post office 
address. 

<b) If any such default continues for 
the period of 30 days after mailing of 
notice by registered letter to the lessee 
at the lessee’s record post office address, 
the lessor may then exercise any legal 
or equitable remedy which the lessor 
may have; however, the remedy of can¬ 
cellation of the lease may be exercised 
only under the conditions and subject to 
the limitations set out in paragraph (a) 
of this section, or pursuant to section 8 
(i) of the act. 

(c) A waiver of any particular default 
shall not prevent the cancellation of the 
lease or the exercise of any other remedy 
the lessor may have by reason of any 
other cause or for the same cause occur¬ 
ring at any other time. 

§ 201.125 Heirs and successors in in¬ 
terest. Each obligation under any lease 
and under the regulations In this part 
shall extend to and be binding upon, and 
every benefit thereunder shall inure to. 
the heirs, executors, administrators, suc¬ 
cessors, or assigns of the lessee. 

APPEALS 

I 201.150 Appeals . Any person ag¬ 
grieved by any action taken by the Di¬ 
rector of the Bureau of Land Manage¬ 
ment or the Director of the Geological 
Survey under this part has the right of 
appeal to the Secretary of the Interior 
in accordance with the conditions and 
limitations provided in ll 221.73 to 221.76 
of this chapter. Nothing contained In 
this part shall be construed to prevent 
any Interested party from seeking Judi¬ 
cial review as authorized by law. 

Effective date: May 10, 1954. 

Note: Tho record keeping or reporting re¬ 
quirements of this regulation hive been ap¬ 
proved by the Bureau of the Budget In 
accordance with the Federal Reports Act of 
1942. 

Douglas McKay. 

Secretary of the Interior . 

May 4. 1954. 
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# 

United States 

Department or mi Interior 
bureau or land management 

Cash bonus -_.... Office__ 

Rental rate .. Serial No.__ 

Minimum royalty rat©_... 

Royalty rate___ 


OIL AND CAS LEASE OF BUB MERGED LANDS UNDE* 
THE OUTER CONTINENTAL .SMELT LANDS ACT 

This Indenture of lease entered Into and 
effective as of__ 19... by and be¬ 

tween the United States of America, herein¬ 
after called the leaner, by the Director. Bureau 
of Land Management, and ____ 


hereinafter called the lessee, under, pursu¬ 
ant. and subject to the terms and provisions 
of the Outer Continental Shelf Lands Act 
Of August 7, 1953 (67 Stat. 462; 43 U. 8. O., 
sec. 1331 et seq), hereinafter referred to as 
the act, and to all lawful and reasonable 
regulations of the Secretary of the Interior 
(hereinafter referred to as tbs Secretary) 
when not inconsistent with any express and 
specific provisions herein, which are made a 
part hereof; 

WITNESSETH! 

Section 1 . Right* of lessee. That the lessor. 
In consideration of a cosh bonus and of the 
rents and royalties to be paid, and the con¬ 
ditions and covenants to be observed as here¬ 
in set forth, does hereby grant and lease to 
the lessee the exclusive right and privilege to 
drill for. mine, extract, removo nnd dispose of 
all oil and gas deposits except helium gas in 
or under the following-described area of the 
outer Continental Shelf (as that term is de¬ 
fined in the act): 

containing .....—. acres, more or less (here¬ 
inafter referred to as the leased area), to¬ 
gether with: 

(a) The non-exclusive right to conduct 
within the leased area geological and geo¬ 
physical explorations which ore not unduly 
harmful to aquatic life; 

(b) The right to drill water wells within 
the leased area and us© free of cost, and to 
dispose of. water produced from such wells; 
and 

(c) The right to construct or erect and to 
maintain witliin the leased area all artificial 
islands, platforms, fixed or floating struc¬ 
tures. sea walls, docks, dredged channels and 
spaces, buildings, plants, telegraph or tele¬ 
phono lines and cables, pipelines, reservoirs, 
tanks, pumping stations, and other works 
and structures necessary or convenient to 
the full enjoyment of the rights granted by 
this lease. 

for a period of 5 years and as long thereafter 
as oil or gas may be produced from the leased 
area in paying quantities, or drilling or well 
reworking operations, as approved by the 
Secretary, are conducted thereon; subject to 
any unitization or pooling agreement here¬ 
tofore or hereafter approved by the Secretary 
which affects the leased area or any part 
thereof, the provisions of such agreements 
to govern the leased area or part thereof 
subject thereto where inconsistent with the 
terms of this lease. 

Sbc. 2. Obligations of lessee. In consider¬ 
ation of the foregoing, the lessee agrees: 

(a) Bonds. To maintain at all times the 
bond required prior to the Issuance of this 
lease and to furnish such additional security 
as may be required by tbe lessor if. after 
operations or production have begun, the 
lessor deems such additional security to be 
necessary. 

(b) Cooperative or unit plan. Within 30 
day* after demand, to subscribe to and to 
operate under such reasonable cooperative or 
unit plan for the development and operation 
of the area, field, or pool, or part thereof, em¬ 
bracing lands included herein as the Secre¬ 
tary may determine to be practicable and 
necessary or advisable in tbe interest of con¬ 
servation which plan shall adequately pro¬ 
tect the rights of all parties in interest, 
including the United States. 

(c) Wells. (If To drill and produce such 
wells as are necessary to protect the lessor 
from loss by reason of production on other 
properties or. in lieu thereof, with the con- 












FEDERAL REGISTER 


26C7 


Saturday, May 8, 1951 

ttn t of the oil and gas supervisor, to pay a 
fi um determined by the supervisor as ade¬ 
quate to compensate the lessor for failure to 
drill and produce any such well. In the 
event that this lease Is not being maintained 
in force by other production of oil or gas 
in paying quantities or by other approved 
drilling or reworking operations, such pay¬ 
ments shall be considered as Uic equivalent 
c»f production In paying quantities for all 
purposes of this lease. 

(3) After due notice In writing, to drill 
and produce such other wells as the Secre¬ 
tary may reasonably require In order that 
the leased area or any part thereof may be 
properly and timely developed and produced 
in accordance with good operating practice. 

(3) At the election of the lessee, to drill 
and produce other wells In conformity with 
any system of well spacing or production 
allotments affecting the area, field, or pool 
In which the leased area or any part thereof 
is situated, which Is authorized or sanc¬ 
tioned by applicable law or by the Secretary. 

(d) Rentals and royalties. (1) To pay 
rentals and royalties as follows: 

Rentals. To pay the lessor on or before 
the first day of each lease year commencing 
prior to a discovery of oil or gas on the leased 

area, a rental of_per acre or fraction 

thereof. 

Minimum royalty. To pay the lessor In 
lieu of rental at the expiration of each lease 
year commencing after discovery a minimum 

royalty of_per acre or fraction thereof 

or. If there is production, the difference be¬ 
tween the actual royalty paid during the 
year and the prescribed minimum royalty. If 
the actual royalty paid Is less tha n the 
minimum royalty. 

Royalty on production. To pay the lessor 

a royalty of __percent In amount or 

value of production saved, removed, or sold 
from the leased area. Gas of all kinds (ex¬ 
cept helium, and gas used for purposes of 
production from and operations upon the 
based area or unavoidably lost) Is subject to 
royalty. 

(3) It is expressly agreed that the Secre¬ 
tary may establish reasonable minimum val¬ 
ues for purposes of computing royalty on 
products obtained from this lease, due con¬ 
sideration being given to the highest price 
paid for a part or for a majority of produc¬ 
tion of like quality In the same field, or area, 
to the price received by the lessee, to posted 
prices, and to other relevant matters. Each 
iiuoh determination shall be made only after 
due notice to the lessee and a reasonable 
opportunity has been afforded the lessee to 
he heard. 

(3) When paid In value, such royalties on 
production shall be due and payable monthly 
on the last day of the calendar month next 
following the calendar month In which tho 
production is obtained. When paid in pro¬ 
duction, such royalties shall he delivered at 
pipeline connections or In tanks provided 
by the leasee. Such deliveries shall be made 
at reasonable times and Intervals and. at the 
lessee's option, shall be effected either (l) 
on or Immediately adjacent to the leased 
area, without cost to the lessor, or (II) at a 
more convenient point closer to shore or on 
•bore, in which event the lessee shall be 
entitled to reimbursement for the reasonable 
cost of transporting the royalty substance to 
such delivery point. The lessee shall not 
be required to provide storage for royalty 
taken In kind in excess of tankage required 
when royalty Is paid in value. When pay¬ 
ments art made In production the lessee shall 
not be held ltablc for the loss or destruction 
of royalty oil or other liquid products In stor¬ 
age from causes over which the lessee has no 
control. 

(4) Rentals or minimum royalties may be 
reduced and royalties on the entire leasehold 
or any deposit, tract, or portion thereof segre¬ 
gated for royalty purposes msy be reduced 
if the Secretary finds that, for the purpoce 
of increasing the ultimate recovery of oil 


or gas and In the Interest of conservation 
of natural resources. It Is necessary, In his 
judgment, to do so In order to promote de¬ 
velopment. or because tho lease cannot be 
successfully operated under the terms fixed 
herein. 

(e) Payments. Unless otherwise provided 
by regulation or directed by the Secretary, to 
make rental, royalty, or other payments to 
the lessor, to tho order of the Treasurer of 
the United States, and to tender such pay¬ 
ments to the oil and gas supervisor. Geo¬ 
logical Survey. 

(f) Contracts /or disposal of products. 
To file with the oil and gas supervisor. Geo¬ 
logical Survey, not lAter than 30 days after 
the effective date thereof, copies of all con¬ 
tracts for the disposal of lease products: 
provided that the supervisor may relieve tho 
lessee of this requirement, in which event 
the contracts shall be made available for 
Inspection by the supervisor upon his re¬ 
quest. Nothing in any such contract or in 
any approval thereof by the supervisor shall 
be construed or accepted as modifying any of 
the provisions of this lease, including, but 
not limited to, provisions relating to gas 
waste, taking royalty In kind, and the method 
of computing royalties due as based on a 
minimum valuation and In accordance with 
the regulations applicable to tills lease. 

(g) Statements, plats . and reports. At 
such times and in such form as the lessor 
may prescribe, to furnish detailed state¬ 
ments and reports showing the amounts and 
quality of ail products saved, removed, and 
sold from the leased area, the proceeds 
therefrom, and the amount used for produc¬ 
tion purposes or unavoidably lost; also a 
plat showing development work and im¬ 
provements on or with regard to the leased 
area. 

<h) Inspection. To keep open at all rea¬ 
sonable times for the Inspection of any duly 
authorized representative of the lessor, the 
leased area and all wells, improvements, ma¬ 
chinery and fixtures thereon and all books, 
accounts and records relative to operations 
and surveys or investigations on cor with 
regard to the leased area or under the lease. 

(I) Diligence. To exercise reasonable dili¬ 
gence In drilling and producing the wells 
herein provided for; to carry on all operations 
in accordance with approved methods and 
practices Including those provided In the 
operating and conservation regulations for 
the outer Continental 8helf; to remove all 
structures when no longer required for op¬ 
erations under the lease to sufficient depth 
beneath the surface of the waters to prevent 
them from being a hazard to navigation; to 
carry out at expense of the lessee all lawful 
and reasonable orders of the lessor relative 
to the matters in this paragraph, and that 
on failure of the lessee so to do the lessor 
shall have the right to enter on the property 
and to accomplish the purpose of such orders 
at the lessee‘s coet: Provided, That tho lessee 
shall not be held responsible for delays or 
casualties occasioned by causes beyond the 
lessee's control. 

(J) Freedom of purchase . To accord all 
workmen and employees directly engaged In 
any of the operations under this lease com¬ 
plete freedom of purchase. 

<k) Nondiscrimination. Not to discrimi¬ 
nate against any employee, or applicant for 
employment, because of race, creed, color or 
national origin, and to require an identical 
provision to be Included In all nub-contracts 
relating to operations under this lease. 

(1) Assignment of lease. To file for ap¬ 
proval with the Bureau of Land Manage¬ 
ment. within 90 days from the date of final 
execution, any instrument of transfer of this 
lease, or any Interest therein. Including as¬ 
signments of record title, operating agree¬ 
ments. and subleases. Carried working 
Interests, overriding royalty interests, or pay¬ 
ments out of production, may bo created or 
transferred without requirement for filing 
or approval. Instruments required to be 


filed shall take effect upon approval as of 
the first day of the lease month following tho 
date of filing unless at the request of tho 
parties an earlier date la specified In such 
approval. 

Sic. 3. Reservations to lessor. Tho lessor 


reserves; 

(a) Geological and geophysical erptora- 
tion : rights-of-way. The right to authorize 
the conduct of geological and geophysical 
exploration In the leased area which does not 
Interfere with or endanger actual operations 
under this lease, and the right to grant such 
easements or rights-of-way, upon, through, 
or In the leased area as may be necessary or 
appropriate to tho working of other lands 
containing the deposits described in the act, 
and to the treatment and shipment of prod¬ 
ucts thereof by or under authority of the 
United States, its leasees or permittees, and 
for other public purpoces. subject to tho 
provisions of section 6 (c) of the act where 
they are applicable and to all lawful and rea- 
fonablc regulations and conditions pre¬ 
scribed by the Secretory thereunder. 

(b) Leases of sulphur and other mineral. 
The right to grant sulphur leases and leases 
of any mineral other than oil. go*, and 
sulphur within the leased area or any part 
thereof, subject to the provisions of section 
8 (c). 8 (d), and 8 (e) of the act and all 
lawful and reasonable regulations prescribed 
by the Secretary thereunder: Provided. That 
no such sulphur lease or lease of other min¬ 
eral shall authorize or permit the lessee 
thereunder unreasonably to Interfere with or 
endanger operations under this lease. 

(c) Purchase of production. In time of 
war, or when the President of the United 
States shall so prescribe, the right of first 
refusal to purchase at the market price all 
or any portion of the oU or gas produced 
from the leased area, os provided In section 
12 (b) of the act. 

(d) Taking of royalties. All rights, pur¬ 
suant to clause (3) of section 8 (b) of the 
act. to take royalties In the amount or value 
of production. 

(e) Fissionable materials. All uranium, 
thorium, and all other materials determined 
pursuant to paragraph (!) of subsection (b) 
of section 5 of the Atomic Energy Act of 
1948, as amended, to be peculiarly essential 
to the production of fissionable materials* 
contained. In whntever concentration, in de¬ 
posits in the subsoil or seabed of the leased 
area or any part thereof, os provided In 
section 12 (e) of the act. 

(f) Helium. Pursuant to section 12 (f) of 
the act, the ownership and the right to 
extract helium from all gas produced under 
this lease, subject to such rules and regula¬ 
tions as shall be prescribed by the Secretary. 

<g) Suspension of operations during war 
or national emergency. Upon recommenda¬ 
tion of the Secretary of Defense, during a 
state of war or national emergency declared 
by the Congress or President of the United 
State* after August 7, 1983. the authority of 
the Secretary to suspend any or all opera¬ 
tions under this lease, as provided In section 
12 (c) of the act: Provided. That Just com* 

. . . L. i J I Ik. 


lessee. 

(h) Restriction of erploration and opera¬ 
tions. The right, os provided in section 12 
(d) of the act. to restrict from exploration 
and operations the leased area or any part 
thereof which may be designated by and 
through the Secretary of Defense, with tho 
approval of the President, as. or as port of. 
an area of the outer Continental Shelf needed 
for national defense; and so long as such 
designation remains In effect no exploration 
or operations may be conducted on the sur¬ 
face of the leased area or the part thereof 
included within the designation except with 
the concurrence of the Secretary of Defense; 
and If operations or production under this 
lease within any such restricted area shall 
be suspended, any payments of rentals, mini¬ 
mum royalty, and royalty prescribed by this 
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lease likewise shall be suspended during such 
period of suspension of operations and pro¬ 
duction. and the term of this lease shall be 
extended by adding thereto any such sus¬ 
pension period, and the lessor shall be liable 
to the lessee for such compensation as is 
required to be paid under the Constitution 
of the United States. 

Sbc. 4. Directional drilling. This lease may 
be maintained In force by directional wells 
drilled under* the leased area from surface 
locations on adjacent or adjoining lands 
not covered by this lease. In such circum¬ 
stances. drilling shall be considered to have 
been commenced on the leased area when 
drilling Is commenced on the adjneent or ad¬ 
joining land for the purpose of directionally 
drilling under the leased area, and production 
of oil or gaa from the leased area through 
any directional well surfaced on adjacent or 
adjoining land or drilling or reworking of 
any such directional well shall be considered 
production or drilling or reworking opera¬ 
tions (as the case may be) on the leased 
area for all purposes of this lease. Nothing 
contained In this paragraph Is Intended or 
shall be construed as granting to the lessee 
any leasehold Interests, licensee, easements, 
or other rights In or with respect to any such 
adjacent or adjoining land In addition to any 
such leasehold interests, licenses, easements, 
or other rights which the lessee may have 
lawfully acquired under the act or rrom the 
lessor or others. 

8ec. 5. Surrender and termination of lease. 
The lessee may surrender this entire lease 
or any officially designated subdivision of 
the leased area by filing with the Bureau 
of Land Management, a written relinquish¬ 
ment. in triplicate, which shall be effec¬ 
tive as of the date of filing, subject to 
the continued obligation of the lessee and 
his surety to make payment of all accrued 
rentals and royalties and to abandon all 
wells on the area to be relinquished to tho 
satisfaction of the oil and gas supervisor. 

Sec. 0. itemowjf of property on termination 
of least . Upon the expiration of this lease, 
or the earlier termination thereof as herein 
provided, the leasee shall within a period of 
one year thereafter remove from the premises 
all structures, machinery, equipment, tools, 
and materials other than Improvements 
needed for producing wells or for drilling 
or producing on other lenses and other 
property permitted by the lessor to be main¬ 
tained on the area 

Sac. 7. Remedies in case of default, (a) 
Whenever the leasee falls to comply with any 
of the provisions of the act or this lease or 
the applicable regulations In force and effect 
on the date of Issuance or this lease, the lease 
shall be subject to cancellation as follows: 

(1) Cancellation of non-producing least. 
If. at the time of such default, no well Is 
producing, or is capable of producing, oil or 
gas In paying quantities from the leased 
area, whether such well be drilled from 
a surface location within the leased area or 
be directionally drilled from a surface loca¬ 
tion on adjacent or adjoining lands, this 
lease may be cancelled by the Secretary 
(subject to the right of Judicial review as 
provided in section 8 (J) of the act) If such 
default continues for the period of 30 days 
after mailing of notice by registered letter 
to the leasee at the lessee's record poet office 
address. 

(2) Cancellation of producing tease. U. 
at the time of such default, any well is pro¬ 
ducing. or is capable of producing, oil or gas 
In paying quantities from the leased area, 
whether such well be drilled from a surface 
location within the leased area or be direc¬ 
tionally drilled from a surface location on 
adjacent or adjoining lands, this lease may 
be cancelled by an appropriate proceeding In 
any United States district court having 
Jurisdiction under the provisions of section 
4 (b) of the act if such default continues for 


the period of 30 days after mailing of notice 
by registered letter to the leasee at the 
lessee's record poet office address. 

(b) Other remedies. If any such default 
continues for the period of 30 days after 
mailing of notice by registered letter to the 
lessee at tho lessee’s record post office 
address, the lessor may then exercise any 
legal or equitable remedy which the lessor 
may have; however, the remedy of cancella¬ 
tion of this lease msy be exercised only 
under the conditions and subject to the lim¬ 
itations set out above In paragraph (a) of 
this section, or pursuant to section 8 (i) of 
the act. 

(C) Effect of incfrer of default. A waiver 
of any particular default shall not prevent 
the cancellation of this lease or the exercise 
of any other remedy the lessor may have by 
reason of any other cause or for tho same 
cause occurring at any other time. 

8bc. 8 . Heirs and successors in interest . 
Bach obligation hereunder shall extend to 
and be binding upon, and every benefit here¬ 
of shall inure to, the heirs, executors, ad¬ 
ministrators. successors, or assigns of the 
respective parties hereto. 

S8c. 9. Unlawful interest. No member of. 
or Delegate to. Congress, or Resident Com¬ 
missioner. after hLa election or appointment, 
or either before or after he has qualified, and 
during his continuance In office, and no offi¬ 
cer. agent, or employee of the Department of 
the Interior, except as provided in 43 CFR 
7.4 (a) (1), shall be admitted to any share 
or part In this lease or derive any benefit 
that may arise therefrom: and the provisions 
of section 3741 of the Revised Statutes, as 
amended (41 U. S. C. see. 22), and sections 
431, 432 and 433 of Title 18 of the United 
States Code, relating to contracts made or 
entered into, or accepted by or on behalf of 
the United State*, form a part of this lease 
so far as the same may be applicable. 

Tim United States or Ameeica 
By.... 


(Title)" (Date) 


(Lessee) 

Ik Witness Wnnr or: 

(Name and address) 

(Name and address) 

Witnesses to signature of lessee. 

(If this lease la executed by a corporation, 
it must bear tho corporate seal.) 

Form 4-1256 


United States 
Dcta&tmcmt or the Iwmioa 

DirucAU or land management 

Cash bonus__ Office_.... 

Rental rate_- Serial No._... 

Minimum royalty rate ..._- 

Royalty rate__ 

SOLFHtra LEASE UNDE* THE OUTER CONTINENTAL 
SHKXJT LANDS ACT 

This indenture of lease entered Into and 

effective as of_..... 19.by and bo- 

tween the United States of America, herein¬ 
after called the lessor, by the Director. Bureau 
of Land Management, and_ 

hereinafter called the lessee, under, pursu¬ 
ant and subject to tho terms and provisions 
of the Outer Continental Shelf Lands Act 
of August 7. 1953 (67 Stat, 462: 43 U. S. C . 
sec. 1331 et seq.), hereinafter referred to as 
the Act. which is made a port hereof, and to 
all lawful and reasonable regulations of the 
Secretary of tho Interior (hereinafter re¬ 
ferred to as the Secretary) when not Incon¬ 
sistent with any express and specific provi¬ 
sions herein, which are made a part hereof: 


WITNESSETH! 

Section 1. Rights of lessee. That the les¬ 
sor. in consideration of a cash bonus snd of 
the rents and royalties to be paid, and tho 
conditions and covenants to be observed as 
herein set forth, does hereby grsnt and 
lease to the lessee the exclusive right and 
privilege to drill for. mine, remove, and dis¬ 
pose of all the sulphur deposits in, upon, or 
under the following-described area of tho 
outer Continental Shelf (os that term U 
defined in the act): 

containing __ acres, more or less 

(hereinafter referred to as the leased ares), 
together with: 

(a) The non-exclusive right to conduct 
within the leased area geological and geo¬ 
physical explorations which are not unduly 
harmful to aquatic life: 

(b) The right to drill water wells within 
the leased area and to use free of cost, and 
to dispose of, water produced from such 
wells; and 

(c) The right to construct or erect snd 
to maintain within the leased area all arti¬ 
ficial islands, fixed structures, sea walls, 
docks, dredged channels and spaces, build¬ 
ings. plants, telegraph or telephone lines and 
cables, pipelines, reservoirs, tanks, pumping 
stations, and other works and structure* 
necessary or convenient to the full enjoy¬ 
ment of the rights granted by this lease, for 
a period of 10 yean and so long thereafu-r 
as sulphur is being produced from tho leased 
area or drilling, well reworking, plant con¬ 
struction. or other operations for the produc¬ 
tion or sulphur, as approved by the Secretary, 
are being conducted thereon; subject to any 
unit agreement heretofore or hereafter ap¬ 
proved by the Secretary, tho provisions of 
said agreement to govern the leased area or 
part thereof subject thereto where incon¬ 
sistent with the terms of this lease. 

Sec. 2. Obligations of lessee. In consid¬ 
eration of the foregoing, the lessee agrees: 

(a) Bond. To maintain at all times the 
bond required prior to the Issuance of this 
lease and to furnish such additional security 
as may be required by the lessor If, after 
operations or production have begun, the 
lessor deems such additional security to be 
necessary. 

(b) Royalty. To pay the lessor a royalty 

of-percent of the gross value at the 

wellhead of the sulphur produced. Such 
royalty shall be paid monthly In value or 
delivered In kind at the option of the lessor. 
It is expressly agreed that the Secretary may 
establish reasonable minimum values for 
purposes of computing royalty on any 
sulphur, due consideration being given to the 
highest price paid for a part or a majority of 
the production of like quality from the same 
general area, to the price received by the 
lessee, to posted prices, and other relevant 
matters, and. whenever appropriate, after 
notice and opportunity to be heard. When 
paid In value, such royalty on production 
ahall be due and payable monthly on the last 
day or the calendar month following the 
calendar month in which the production is 
obtained. When paid in kind, such royalty 
shall be delivered in merchantable condition 
at the point of shipment from the lease. 

Such deliveries shall be made nt reasonable 
times and intervals and. at the lessee’s op¬ 
tion. shall be effected either (i) on or Im¬ 
mediately adjacent to tho leased area, with¬ 
out cost to the lessor, or (11) at a more con¬ 
venient point closer to shore or on shore, in 
which event the lessee shall be entitled to 
reimbursement for the reasonable coot of 
transporting the royalty substance to such 
delivery point. In no case shall the lessee 
be required to hold sulphur in storage be¬ 
yond the lost day of the calendar month next 
following the month in which produced nor 
be responsible or held liable for the loss or 
destruction of sulphur In storage from causes 
over which the lessee has no control. 
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(c) Rentals. To pay the lessor on or be¬ 
fore the first day of each lease year com¬ 
mencing prior to a discovery of sulphur on 

tin* leased area, a rental of_-_per acre or 

fraction thereof. 

(d) Minimum royalty. To pay the lessor 

In lieu of rental at the expiration of each 
lease year commencing after discovery a 
minimum royalty of_— per acre or frac¬ 

tion thereof or. If there la production, the 
difference between the actual royalty paid 
during the year and the prescribed minimum 
royalty, if the actual royalty paid la lesa than 
the minimum royalty. 

(e) Payments . Unless otherwise provided 
by regulation or directed by the Secretary, 
to make rental, royalty, or other payments 
to the lessor, to the order of the Treasurer 
of the United States, and to tender ouch 
payments to the oil and gas supervisor. 
Geological Survey. 

|f) Freedom of purchase . To accord all 
workmen and employees directly engaged In 
operations under this lease complete free¬ 
dom of purchase. 

(g) Statements, plats, and reports. At 
such times and In such form as the leaser 
may prescribe, to furnish detailed statements 
and reports showing the amounts and quality 
of all products saved, removed, and sold 
from the leased area, the proceeds therefrom, 
and the amount used for production pur¬ 
poses or unavoidably lost; also a plat show¬ 
ing development work or Improvements on 
or with regard to the leased area. 

(h) Diligence; prevention of waste; health 
and safety of workmen. To develop and 
produce In commercial quantities, with rea¬ 
sonable diligence, skill and care in the oper¬ 
ation of the property, the sulphur suscep¬ 
tible of such production In the leased area; 
to carry out. at the expense of the lessee, 
all reasonable orders of tho lessor Issued In 
pursuance of the operating regulations: to 
carry on all mining, reducing, refining, and 
other operations In accordance with ap¬ 
proved methods and practice and In con¬ 
formity with the operating regulations; to 
take all reasonable precaution to prevent 
damage to mineral deposits. Injury to life, 
health, or property, or economic waste; to 
observe ail laws relative to the health and 
safety or workmen and employees: and to 
provide access at all times to mining and 
rcUted productive operations for examina¬ 
tion and Inspection by authorized represen¬ 
tatives of the lessor. 

(I) Fair employment practice . Not to dis¬ 
criminate against any employee or applicant 
for employment because of race, creed, color, 
or national origin, and to require an Identi¬ 
cal provision to be included In all subcon¬ 
tracts relating to operations under this lease. 

(J) Assignment of lease . Tb file for appro¬ 
val with the Bureau of Land Management, 
within 90 days from the date of final execu¬ 
tion. any instrument of tranafer of this lease, 
or any Interest therein. Including assign¬ 
ments of record title, operating agreements, 
and subleases. Carried working Interests, 
overriding royalty interests, or payments out 
of production, may be created or transferred 
without requirement for filing or approval. 
itiKtrumcnU required to be filed ahall take 
effect upon approval os of the first day of the 
lease month following the dale of filing un¬ 
less at the request or the parties an earlier 
date is specified in such approval. 

(k) Waiver of rentals and royalties. Rent¬ 
als or minimum royalties .may be reduced 
and royalties on the entire leasehold or any 
depoait, tract, or portion thereof segregated 
for royalty purposes may be reduced If the 
Secretary finds that, for the purpose of In¬ 
creasing the ultimate recovery of sulphur 
and In the interest of conservation of nat¬ 
ural resources. It Is necessary, in his judg¬ 
ment, to do so In order to promote develop¬ 
ment, or because the lease cannot be success¬ 
fully operated under the terms fixed herein. 


8 xc. 3. Reservations to lessor . The lessor 
expressly reserves: 

I a) Geological and geophysical explora¬ 
tion: rights-of-way. The right to authorise 
the conduct of geological and geophysical 
exploration In the leased area which does not 
Interfere with or endanger actual operations 
under this lease, and the right to grant auch 
easements or rights-of-way. upon, through, 
or in the leased area as may be necessary 
to the working of other lands containing the 
deposits described in the Act. and to the 
treatment and shipment of products thereof 
by or under authority of the United States, 
its lessees or permittees, and tor other public 
purposes, subject to the provisions of section 
6 (c) of the Act where they are applicable 
and to all lawful and reasonable regulations 
and conditions prescribed by the Secretary 
thereunder. 

(b) Leases of other minerals. The right 
to grant leases of any mineral other than 
sulphur within the leased area or Any part 
thereof, subject to the provisions of section 
8 (c), 8 (d), and 8 (c) of the Act and all 
lawful and reasonable regulations prescribed 
by the Secretary thereunder: Provided. That 
no such mineral lease shall authorize or 
permit the lessee thereunder unreasonably 
to interfere with or endanger operations 
under this lease. 

(c) Purchase of production . In time of 
war. or when the President shall ao pre¬ 
scribe, the right of first refusal to purchase 
all or any of the sulphur produced from the 
leased area at the point of shipment to mar¬ 
ket at the prevailing market prices as deter¬ 
mined by the Secretary. 

(d) Ffr.rtonab/c materials. All uranium, 
thorium, and all other materials determined 
pursuant to paragraph (l) of subsection (b) 
of section 6 of the Atomic Energy Act of 
1940. as amended, to be peculiarly essential 
to the production of fissionable materials, 
contained, in whatever concentration. In de¬ 
posits In the subsoil or seabed of the leased 
area or any port thereof, as provided in sec¬ 
tion 13 (e) of the Act. 

(e) Suspension of operations during tear 
or national emergency. Upon recommenda¬ 
tion of the Secretary of Defense, during a 
state of war or national emergency declared 
by the Congress or President of the United 
States after August 7, 1953. the authority of 
the Secretary of the Interior to suspend any 
or all operations under this lease, as pro¬ 
vided In section 13 (c) of the Act: Provided . 
That Just compensation shall be paid by tho 
lessor to the lessee. 

<f) Restriction of exploration and opera¬ 
tions. The right, as provided in section 13 
(d) of the act. to restrict from exploration 
and operations the leased area or any part 
thereof which may be designated by and 
through the Secretary of Defense, with the 
approval of the Prceldent, as. or as part of. 
an .area of the outer Continental Shelf 
needed for national defense; and so long as 
such designation remains in effect no ex¬ 
ploration or operations may be conducted on 
the surface of the leased area or the part 
thereof Included within the designation ex¬ 
cept with the concurrence of the Secretary 
of Defense; and If operations or production 
under this lease within any such restricted 
area shall be suspended, any payments of 
rentals, minimum royalty, and royalty pre¬ 
scribed by this lease likewise shall be 
suspended during such period of suspension 
of operations and production, and the term 
of this lease ahall be extended by adding 
thereto any such suspension period, and the 
lessor shall be liable to the lessee for such 
compensation as is required to be paid under 
the Constitution of the United 8tates. 

Bec. 4. Directional drilling. This lease may 
be maintained in force by directional wells 
drilled under the leased area from surface 
locations on adjacent or adjoining lands not 
covered by this lease. In such circumstances. 


drilling shall be considered to have been 
commenced on the leased area when drilling 
Is commenced on the adjacent or adjoining 
land for the purpose of directionally drilling 
under the leased area, and production of 
sulphur from the leased area through any 
directional well surfaced on adjacent or ad¬ 
joining land or drilling or reworking of any 
such directional well shah be considered pro¬ 
duction or drilling or reworking operations 
(as the case may be) on the leased area for 
all purposes of this lease. Nothing contained 
In thia paragraph la Intended or shall be con¬ 
strued as granting to the lessee any leasehold 
Interests, licenses, easements, or other rights 
In or with respect to such adjacent or adjoin¬ 
ing land In addition to any such leasehold 
Interests, licenses, easementa, or other rights 
which the leasee may have lawfully acquired 
under the act or from the lessor or others. 

Sic. 5. Surrender and termination of lease. 
The leasee may surrender this entire lease or 
any officially designated subdivision of the 
leased area by filing with the Director. Bu¬ 
reau of Land Management, a written re¬ 
linquishment, In triplicate, which shall bo 
effective os of the date of filing, subject to 
the continued obligation of the lessee and 
his surety to make payment of all accrued 
rentals and royalties and to abandon all 
wells or workings on the area to bo 
relinquished. 

Sec. 6 . Removal of property on termination 
of lease. Upon the expiration of this lease, 
or the earlier termination thereof as herein 
provided, the lessee shall within a period of 
one year thereafter remove from the prem¬ 
ises all structures, machinery, equipment, 
tools, and materials other than improve¬ 
ments needed for producing wells or for 
drilling or producing other leases and other 
property permitted by tbe lessor to be main¬ 
tained on the area. 

Bxc. 7. Proceedings in ease of default . If 
the lessee falls to comply with any of the 
provisions of the act or this lease or the 
applicable regulations In force on the date 
of Issuance of this lease, and such default 
continues for a period of 30 days after service 
by registered mall of notice thereof upon the 
lessee, this lease may be canceled by the 
Secretary in accordance with section 8 (b) 

(1) of the act, If the lease Is not producing 
at the time of default. If the lease Is pro¬ 
ducing at that time, It may be canceled only 
by Judicial proceedings In the manner pro¬ 
vided in section 5 <b) (3) of the act. These 
provisions shall not be construed to prevent 
the exercise by the leaser of any legal or 
equitable remedy which the lessor might 
otherwise have. A waiver of any particular 
default ahall not prevent the cancellation of 
this lease or the exercise of any other remedy 
the lessor may have by reason of any other 
cause or for the same cause occurring at Any 
other time. 

Bec. 8. Heirs and successors in interest. 
Each obligation hereunder shall extend to 
and be binding upon, and every benefit here¬ 
of shall Inure to, the holrs. executors, ad¬ 
ministrators. successors, or assigns of the 
respective parties hereto. 

Sec. 9. Unlawful interest. No Member of, 
or Delegate to. Congress, or Resident Com¬ 
missioner. after hla election or appointment, 
or cither before or after he hoa qualified, and 
during his continuance In offioe, and no offi¬ 
cer, agent, or employee of the Department 
of the Interior, except as provided in 43 
CFR 7.4 (a) (1), shall be admitted to any 
share or part of this lease, or derive any 
benefit that may arise therefrom; and the 
provisions of section 8741 of the Revised 
Statutes, as amended (41 U. 8. C-. sec. 23), 
and sections 431. 433. and 433 of Title 18 of 
the United 6Utes Code, relating to con¬ 
tracts made or entered Into, or accepted by 
or on behalf of the United 8tatea, form a 
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pari of this lease so far as the same may be 
applicable. 

Tine Uxitbd States or America 
By-- 


(Title) (Date) 


In Witness Wnmor: 


(Name and address) 

(Name and address) 

Witnesses to signature of lessee. 

(If this lease Is executed by a corporation* 
It must bear the corporate seal.) 

(P. R. Doc. 54-3430; Filed, May 7. 1954; 
8:45 a. m.| 


Appendix—Public Lond Orders 
(Public Land Order 900) 

Alaska 

Jtrv OKING EXECUTIVE ORDERS OF DECEMBER 

31, 1898, NOVEMBER 31, 1903, AND NO. 

1087 OF APRIL 23, 1909, AND PUBLIC LAND 

ORDER NO. 541, OF DECEMBER 22. 1948; 

PARTIALLY REVOKING EXECUTIVE ORDER 

NO. 5. OF FEBRUARY 20, 1897; RESERVING 

PORTIONS OF THE RELEASED LANDS FOR 

CERTAIN PUBLIC PURPOSES 

By virtue of the authority vested in 
the President and pursuant to Executive 
Order No. 10355 of May 26. 1952. and 
section 4 of the act of May 24. 1928 (45 
Stat. 729; 49 U. a C. 214), it is ordered 
as follows: 

1. Executive Order No. 5 of February 
20. 1897. so far as it reserved for school 
purposes approximately one acre of pub¬ 
lic land at Chilkat (Haines), is hereby 
revoked. 

(a) The Executive Order of December 
31. 1898. reserving public lands for mil¬ 
itary purposes at Haines; the Executive 
Order of November 21. 1902. enlarging 
said military reserve; and Executive 
Order No. 1067 of April 23. 1909, re- 
dcscribing its boundaries, are hereby 
revoked. 

(b) Public Land Order No. 541 of De¬ 
cember 22. 1948. establishing Air Navi¬ 
gation Site No. 243 is hereby revoked. 

2. Subject to valid existing rights, the 
following described tracts of public land 
included in the revocations made by this 
order, are hereby withdrawn from all 
forms of appropriation under the public- 
land laws, including the mining laws but 
not the mineral-leasing laws, and re¬ 
served as follows: 

(a) Under the jurisdiction of the Sec¬ 
retary of Commerce, for use by the Civil 
Aeronautics Administration as an addi¬ 
tion to Alaska Air Navigation Site With¬ 
drawal No. 4: 

Corn* Rtvtm Meridian 
T. 31 8., R 69 E-, 

Sec 2, lots 4. 5. 6. 18 and 19. N^8E»*NW>4. 
8B«4SBttNWtt, W'raSW^NEV,. K^NR* 
SWK. WViNW%SE>4. NE»/ 4 3E« 4 SW*4, 
NWV 4 SW»;8*ii. 

The area described contains 170.13 
acres. 

(b) Under the Jurisdiction of the Sec¬ 
retary of the Interior for the protection 


of the water supply of the City of Haines 
and the town of Port Chilkoot: 

Copter River Meridian 

T. 31 8.. R. 59 E. 

S*c. 1. 8Vi: 

Be c. 12. Nft. 8B*4. 

T. 31 a. R. 60 E. 

Sec. 6. lots 2 and 3; 

Sec. 7, lot* 1. 2, 3 and 4. 

The area described contains 962.61 
acres. 

<c> Under the jurisdiction of the Sec¬ 
retary of the Interior for the protection 
and preservation of scenic areas and for 
recreational purposes: 

Copter River Meridian 

T. 30 8.. R. 59 E.. 

8 cc. 35. lot I. 

T. 31 a. R. 59 K.. 

Bec. 3. lota 4 to 6. Inclusive, lota 14. 19, 23. 
30. 31. and 30; 

8 oc. 2. lot 51; 

Sec. 10. lot l: 

Sec. II. lota 0, 17, and 18. 

The area described contains 38.06 
acres. 

3. Except as to their release from 
withdrawal by paragraph 1 hereof, the 
status of the following described lands 
shall not be changed until It is so pro¬ 
vided by an order of classification to be 
issued by the Regional Administrator. 
Bureau of Land Management. Anchor¬ 
age. Alaska, opening the lands to appli¬ 
cation under the Small Tract Act of 
June 1. 1938 (52 Stat. 609; 43 U. S. C. 
682a), as amended, with a ninety-one 
day preference right period for filing 
such applications by veterans of World 
War II and others entitled to preference 
under the act of September 27, 1944 (58 
Stat. 747; 43 U. S. C. 279-284): 

Corra River Meridian 
T. 30 S. R. 59 

Sec. 35. lota 2 to 19. Inclusive; 

Bee. 30. Iota 1 to 7. inclusive. 

T. 31 8., R. 59 E. 

Sec. I. lota 1 to 5, Inclusive. S^NWVi. 
SW’iNEK; 

8 ec. 2. lota 1, 2. and 3. lota 10 to 10. Inclu¬ 
sive, iota 20 to 50. inclusive, lota 52 to 55. 
Inclusive. E^8W*4NK%. SE%N*«' 4 . 

E!4W’4SE%. BViSEU, SWliSW^SEVi, 

8E>iSK!4SW‘i: 

Sec. 3. lota 1. 2. and 3. lota 9 to 13, Inclu¬ 
sive. lota 15 to 18. Inclusive, lota 20. 21. 
and 22. lot* 24 to 29. inclusive, lots 32 
to 35. inclusive; 

Sec. 11. lota 1 to 5. inclusive. 7 to 10. Inclu¬ 
sive. lota 19 to 30. Inclualvc, KWjNE‘/ 4 , 

nb^ne^nwh: 

Sec 12. lota 1. 2. and 3. N!4SW*.;, 
e»%8W*4; 

8 ec. 13. Iota 5 to 15. inclusive. NE*4; 

Sec. 14. tot 1. 

T. 31 S.. R. 00 E . 

Sec. 0. lot 1; 

Sec. 7, lota 5. 0. and 7; 

8 ec. 8. lot 1; 

Sec. 17. lota 4 to 7. Inclusive. SWV*NW^; 

Sec. 18. lota 0 to 11, Inclusive. BWNW'4, 
NE*4. 

The area described contains 2.291.51 
acres. 

4. A tract of land containing 7.30 acres 
released from withdrawal by this order, 
is included in Air Navigation Site With¬ 
drawal No. 4 of the Regional Adminis¬ 
trator, Bureau of Land Management, 
Anchorage, of July 24. 1952. The inter¬ 
est of the United States in a tract of 


387.58 acres released from withdrawal 
by the order, U. S. Survey No. 2716 form¬ 
erly a part of Fort Seward, was quit¬ 
claimed by deed of April 4.1947, pursuant 
to the provisions of the Federal Property 
and Administrative Services Act of 1949, 
as amended. 

5. Inquiries concerning the lands de¬ 
scribed in paragraph 3 of this order shall 
be addressed to the Regional Adminis¬ 
trator. Region VTI. Bureau of Land Man¬ 
agement. Anchorage. Alaska. 

Orme Lewis, 

Assistant Secretary of the Interior , 
Aran. 30. 1954. 

IP. R. Doc. 54-3428; Filed. May 7. 1934; 

8:45 a. m.j 


TITLE 32—NATIONAL DEFENSE 

Chapter VII—Department of the 
Air Forco 

Subchapter G-P»rwvn*i 

Part 885— Appointment of Second Lieu¬ 
tenants From Dlstingulshed Military 
Graduates. Air Force Reserve Offi¬ 
cers' Training Corps 

Part 887—Appointment of Medical and 
Dental Officers in the Regular Air 
Force 

1. Part 885 (32 CFR Part 885) Is hereby 
revoked. 

(R. 8. 161, sec. 202. 61 Stst. 500, as amended; 
5 U. 8. C. 22, 171a) 

2. The headnote of Part 887 is changed 
to read as set forth above. Regulations 
contained In 55 887.1 to 887.9 (32 CFR 
Part 887) are revised as follows: 

Sec. 

887 1 Purpose. 

887.2 Eligibility. 

887 3 Grade determination. 

887.4 Applications. 

887.5 Action by Immediate supervisor. 

887 6 Action by base surgeon. 

887.7 Oral and practical professional dental 

examination. 

887.8 Action by Director of Personnel Pro¬ 

curement and Training. 

887.9 Action by the Surgeon General. USAF. 

887.10 Forma. 

Authomtt: tl 887.1 to 887 10 Issued under 
R. S. 101. see. 202, 61 Stat. 500. ns amended, 
sec. 202, 61 Stat. 777; 5 U. 8. C. 22. I7la. 
Interpret or apply sec. 205, 61 Stat. 501. as 
amended, sec. 307. 65 Stat- 329; 10 U. S. C. 
91a, 91b. 121a, 121b. 506. 506c, 1837. 
Derivation: APR 36-21. 

5 867.1 Purpose. The regulations con¬ 
tained in this part prescribe the proce¬ 
dures for the appointment of medical 
and dental officers in the Regular Air 
Force. 

5 887.2 Eligibility— (a) Requirements 
common to medical and dental officers. 
An applicant submitting an application 
for appointment in the Regular Air Force 
for service as a medical or dental officer 
must: 

<i> Have reached his 31st birthday. 
(2) Be a citizen of the United States. 
An applicant who is not a citizen by 
birth must furnish a certificate by an 
officer, notary public, or other person 
authorized by law to administer oaths, 
giving the following information: 
















Saturday, May 8, 1954 

I certify that I have this date wen the 
original cerUfieata of Citizenship Number 
_(or certified copy of oourt order es¬ 
tablishing citizenship) stating that —.—— 

(Puli name) 

was admitted to the United States Citizen¬ 
ship by the __ Court of ....-- 

(District or county) 
........ on The following person 

(State) (Date) 

was named In the certificate as a minor 

child:-: age— 

(Full name) 

Nor*: Facsimiles or copies, photographic 
or otherwise, will not be made of naturaliza¬ 
tion certificates under any circumstance*. 
Act June 25. 1948 (62 Stat. 767; 18 0. S, C. 
1426 (b)) provides that whoever, without 
lawful authority, prints, photographs, mokes 
or executes any print or Impression in the 
likeness of a certificate of arrival, declaration 
of intention to become a citizen, or certificate 
of naturalization or citizenship, or any part 
thereof, shall be fined not more than $5,000 
or imprisoned not more than five years, or 
both. • 

<3> Be of pood moral character. 

(4) Be medically qualified for active 
military service. 

(5) Have a record free of conviction 
by any type of military or civil court for 
other than a minor traffic violation. Re¬ 
quest for waiver may be submitted to 
the Director of Personnel Procurement 
and Training, Headquarters USAF. 
Washington 25. D. C., for a minor viola¬ 
tion which is nonrecurrent and which 
is not considered prejudicial to perform¬ 
ance of duty as an officer. A waiver of 
an offense Involving moral turpitude will 
not be granted. Each request for waiver 
will be considered on its own merits. 

(6) Not be nor have been a conscien¬ 
tious objector. 

(7) Not have been separated from any 
of the Armed Forces of the United States 
under other than honorable conditions. 

(8) Be of such background, character, 
and reputation as to cause his acceptance 
into the Air Force to be clearly consis¬ 
tent with the interests of national secur¬ 
ity. (See Part 886 of this subchapter; 
19 F. R 2014.) 

<b) Specific requirements —(1) Afcdf- 
cal Each applicant must: 

<l> Be a graduate of a medical school 
acceptable to the Surgeon General, 
USAF, and which is legally authorized to 
confer the degree of doctor of medicine. 

(ii) Have completed or be within 4 
months of completing an Internship ac¬ 
ceptable to the Surgeon General, USAF. 
or its equivalent in practical or profes¬ 
sional experience as determined by the 
Surgeon General. USAF. subsequent to 
graduation from medical school. 

(2) Dental . Each applicant, at the 
time of appointment, must be a gradu¬ 
ate of a dental school acceptable to the 
Surgeon General. USAF. and legally 
authorized to confer the degree of doctor 
of dental surgery or its equivalent. Ap¬ 
plicants not on extended active duty 
who graduated from dental school more 
than 1 year prior to the date of appli¬ 
cation must possess a license to practice 
dentistry in a State or Territory of the 
United States or In the District of 
Columbia. Except as provided in i 887.3 
fa) (2) (ii), applications will not be 
accepted from persons who, at the time 
of application, have completed more 
No. ao-4 
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than 10 years and 8 months of profes¬ 
sional experience since receipt of their 
dental degree. 

$ 887.3 Grade determination. —(a) 
Permanent grades. Appointments may 
be made In permanent grades as follows: 

(1) Appointment under Public Law 
381. 80th Congress. The maximum age 
at time of appointment under Pub. Law 
381. 80th Cong., (sec. 506, 61 Stat. 890. 
10 U. S. C. 506c) is 32 years; however, 
this maximum age may be Increased by 
the number of years, months, and days 
of active Federal commissioned service 
performed by the appointee with the 
Army of the United States or the United 
States Air Force since December 31. 1947, 
but not by more than 5 years. This sub- 
paragraph applies only to those ap¬ 
pointees who. at time of appointment, 
have completed less than 10 years of 
medical professional practice, exclusive 
of first-year Internship, or less than 11 
years of dental professional practice, 
inclusive of any internships. 

(i) For the purpose of determining 
grade, position on promotion list, per¬ 
manent grade seniority, and eligibility 
for promotions, each person initially ap¬ 
pointed in the Regular Air Force as a 
medical or dental officer will be credited, 
at time of appointment, with all active 
Federal commissioned service performed 
with the Army or the Air Force since 
December 31. 1947, but not to exceed 
5 years. Service performed prior to at¬ 
taining the age of 21 years may not be 
counted. In addition, each person com¬ 
missioned as a medical officer In the 
Regular Air Force will be credited with 


an amount of service equal to 4 years 
at time of appointment. EAch person 
commissioned as a dental officer in the 
Regular Air Force will be credited with 
an amount of service equal to 3 years at 
time of appointment. 

(ii) Upon the basis of service credit as 
provided in subdivision fi> of this sub¬ 
paragraph. the commissioned officer 
grade in which a person may be ap¬ 
pointed will be determined as follows: 

(a) Persons who are credited with less 
than 7 years' service will be appointed in 
the grade of first lieutenant. 

<b) Persons who are credited with 7 
or more years* service will be appointed 
in the grade of captain. 

The names of persons so appointed will 
be placed upon the promotion list im¬ 
mediately below officers of the same 
grade who have the same or next greater 
period of service. 

(2) Appointments under Public Law 
365 . 80th Congress (secs. 201, 202 , 61 
Slat. 777 ; 10 U. 5. C. 91a, b . 121a, b>. 
Appointments of medical and dental of¬ 
ficers not eligible for appointment under 
Pub. Law 381. 80th Cong., and appoint¬ 
ment of officers who. by reason of pro¬ 
fessional experience, may be qualified for 
appointment in a higher grade may be 
made in grades determined by the ap¬ 
plicant's active professional practice, in¬ 
cluding residencies and postgraduate 
training. The first year of internship 
will be excluded for medical applicants. 
Internships will be included for dental 
applicants. 

(i) Appointments under this law may 
be made according to the following 
table. 


Medical 

Grade Professional practice 

Fir*t lieutenant_—-None or less than 3 year*. 

Captain_______ 3 yea n or lew than 10 year*. 

Major_______ 10 years or lees than 17 year*. 

Lieutenant colonel__ 17 years or more. 

Dental 

First lieutenant--—-~ None or less than 4 year*. 

Captain______4 years or less than 11 years. 


(ii> Upon recommendation of the 
Surgeon General, USAF. an applicant 
who possesses certain outstanding qual¬ 
ifications such as exceptional profes¬ 
sional training and/or previous active 
commissioned service as a medical or 
dental officer in the Department of De¬ 
fense. may be appointed in a higher 
grade than shown under subdivision (i> 
of this subparagraph, not to exceed that 
of colonel. Persons appointed under this 
provision will possess outstanding quali¬ 
fications for special positions determined 
by the Surgeon General, USAF. as re¬ 
quirements necessitate. 

(ill) The names of persons appointed 
in the Regular Air Force under Pub. 
Law 365. 80th Cong., will be placed at 
the bottom of the promotion list in the 
grade in which appointed and ordinarily 
will be credited at the time of appoint¬ 
ment with an amount of service equal 
to the number of years of service of the 
officer whose name immediately precedes 
his on the list. 

(b) Temporary grades. Acceptance of 
appointment as a commissioned officer 


in the Regular Air Force will not. of it¬ 
self. affect a higher temporary grade in 
which an officer on extended active duty 
is serving at the time. Officers not on 
extended active duty at the time of ac¬ 
ceptance of appointment as commis¬ 
sioned officers in the Regular Air Force 
will serve in grades to be determined by 
the Deportment of the Air Force, 

§ 887.4 Applications. Any person 
who is eligible under f 887.2 may be con¬ 
sidered for a Regular appointment by 
complying with the following 
instructions: 

(a) When and how submitted. The 
applicant may submit application at Any 
time on AF Form 17, “Application for 
Appointment in the Regular Air Force/* 
and AF Form 17a, “Supplement to 
Application for Commission in the 
United SUtes Air Force-Medical Serv¬ 
ice." in duplicate. 

<1) The application must be sup¬ 
ported with: 

(D A recent photograph, head-and- 
shoulders-type. not smaller than 3 by 5 
Inches. The applicant's name and cur- 
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rent service number, if any, will appear 
on the reverse of the photograph. 

Ul) Five completed copies of DD Form 
398, "Statement of Personal History/* 
and one completed copy of FBI Appli¬ 
cant Fingerprint Card. 

(2) In addition to the requirements 
established in subparagraph U) of this 
paragraph, an application from a civilian 
and an inactive member of the Reserve 
forces will be accompanied by: 

<i> Evidence of internship. 

<H> Evidence of State license and/or 
diploma by the dental applicant when 
required by $ 887.2 ib) <2). 

fill) Photostats of discharges and/or 
certificates of service for all prior mili¬ 
tary service, if applicable. 

(iv) Documentary evidence of post¬ 
graduate or residency training, if appli¬ 
cable. 

<v) An approved conditional resigna¬ 
tion from the parent service, if applicant 
holds a commission under the Jurisdic¬ 
tion of any department other than the 
Air Force. 

<vi) A certificate from an officer or 
notary public verifying citizenship by 
naturalization, as required by 8 887.2 (a) 
(2), if applicable. 

(b) To whom submitted. The appli¬ 
cation will be forwarded in the following 
manner: 

(1) An officer on active duty with Air 
Force will forward his application to the 
Director of Personnel Procurement and 
Training, Headquarters USAF, Atten¬ 
tion: Personnel Procurement Division. 
Washington 25. D. C., through his im¬ 
mediate supervisor. 

12) A civilian or Inactive member of 
the Reserve Forces will forward his ap¬ 
plication directly to the Director of Per¬ 
sonnel Procurement and Training, 
Headquarters USAF. Attention: Person¬ 
nel Procurement Division. Washington 
25. D. C. 

<c) Change of address. The applicant 
will give immediate notice to the Director 
of Personnel Procurement and Training 
of any change of address, permanent or 
temporary, for 15 days or more duration 
between submission of application and 
notification of final action. Notification 
from an applicant residing outside the 
United States will be furnished by air¬ 
mail. 

<d) Reapplication . A person who is 
unsuccessful in hLs application for Reg¬ 
ular Air Force appointment under this 
part may reapply not sooner than 6 
months after date of previous applica¬ 
tion. provided that all eligibility require¬ 
ments are met at that Umc. Only one 
reapplication may be submitted. Waiv¬ 
ers of this requirement will not be grant¬ 
ed. Failure to meet eligibility criteria 
is not considered as an unsuccessful ap¬ 
plication, and a person previously hav¬ 
ing been disqualified administratively, 
but now eligible under this part, may 
reapply at any time. 

$ 887.5 Action by immediate super¬ 
visor. After receipt of the application, 
the immediate supervisor will: 

(a) Carefully examine the application 
and supporting papers to determine if 
the applicant meets the eligibility re¬ 
quirements for applying and if all forms 
are filled out accurately and completely. 


*b) Return the application to the 
applicant, with reasons therefor, if the 
application is incomplete or if the 
applicant is not eligible to apply. 

<c> Indorse a valid application di¬ 
rectly to the Director of Personnel Pro¬ 
curement and Training. Headquarters 
USAF. This indorsement will include 
a statement that the applicant's records 
have been examined carefully, the appli¬ 
cant is eligible to apply under this part, 
the application is complete, and nothing 
was found in the applicant's file of a 
sufficiently derogatory nature to pre¬ 
clude further consideration of the ap¬ 
plication. 

<d) Furnish sufficient explanation of 
the circumstances in the event of derog¬ 
atory information or questionable find¬ 
ings. 

(e) Advise the Director of Personnel 
Procurement and Training. Headquar¬ 
ters USAF, if between date of applica¬ 
tion and final action by Headquarters 
USAF, any matter comes to his atten¬ 
tion with regard to an applicant under 
his supervision which would materially 
affect (favorably or unfavorably) the 
applicant's qualifications for Regular 
Air Force appointment. 

8 887.6 Action by base surgeon . Im¬ 
mediately upon receipt of the screening 
authority from Headquarters USAF, the 
base surgeon will make arrangements to 
screen the applicant. Priority will be 
given to any applicant who may be un¬ 
der orders for change of station or who 
is not in the active military service. In 
conjunction with his notification, an ap¬ 
plicant will be advised regarding any 
documents or records which he may be 
required to furnish for completion of his 
application. In order to screen an ap¬ 
plicant. the base surgeon will: 

(a) Request organization commander 
of an applicant on active duty to issue 
necessary instructions, directing travel 
where necessary and specifying the time 
and place of screening. 

<b) Furnish written notification to an 
applicant who is not in the active mili¬ 
tary service, specifying the time and 
place of screening and informing him 
that cost of travel, quarters, and sub¬ 
sistence will be at no expense to the 
Government. Every effort will be made 
to schedule the applicant at a time con¬ 
venient to him. 

<c> Give the applicant, upon arrival 
for examination, a brief welcome, an ex¬ 
planation of the screening scheduled, 
and a description of base messing, billet¬ 
ing, and recreational facilities. 

(d) Require the applicant to read Air 
Force Regulation 35-62, March 1, 1954. 
After reading AFR 35-62, the applicant 
will be requested to sign a certificate as 
follows: *T certify that I have read and 
understand AFR 35-62, March 1, 1954/' 
and to execute DD Form 98, "Loyalty 
Certificate for Personnel of the Armed 
Forces." If, after instruction, the appli¬ 
cant fails to execute DD Form 98 satis¬ 
factorily. further action will not be taken 
to complete his screening, and his appli¬ 
cation and allied papers will be returned 
to the Director of Personnel Procure¬ 
ment and Training, Headquarters USAF, 
for appropriate action and decision. 


None: The provision* of AFR 35 62. March 
1, 1954, Are contained In Part 880 of till* 
eubchaptcr (19 P. R. 2014 j. 

<e) Require the applicant to complete 
AF FRT 4, "Biographical Inventory." 

<f) Require the applicant to undergo 
a medical examination which will con¬ 
form In all respects to the standards for 
officers of the Regular Air Force. The 
final decision regarding the effect of any 
existing disability, waiver, or disqualifi¬ 
cation will be made by the 8urgeon 
General. USAF. Complete medical ex¬ 
amination of the applicant will be ac¬ 
complished, even though he appears to 
be medically disqualified. Results of the 
examination will be submitted on Stand¬ 
ard Form 88, ’ Report of Medical Exam¬ 
ination.** in duplicate, and Standard 
Form 89, "Report of Medical History." 

(g) Request the senior dental officer 
at the Air Force base to administer to 
each dental applicant an oral and prac¬ 
tical professional dental examination, as 
described in 8 887.7. 

th> Spend a sufficient amount of time 
with the applicant during the screening 
session in order that a report of personal 
evaluation of the applicant may be writ¬ 
ten. For o dental applicant, this func¬ 
tion may be delegated to the senior 
dental officer who administers the oral 
and practical professional dental exami¬ 
nation. Additional Information regard¬ 
ing the personal evaluation will be in¬ 
cluded in letters from Headquarter* 
USAF directing that the applicant be 
screened under this part. 

8 887.7 Oral and practical profes¬ 
sional dental examination. The senior 
dental officer designated to administer 
this examination will convene a board of 
officers to conduct the examination. 
The board will be composed of the senior 
dental officer, or his duly appointed rep¬ 
resentative, in addition to one or more 
dental officers. One member of the 
board must be a Regular Air Force offi¬ 
cer. senior in temporary and permanent 
rank to the temporary and prospective 
permanent rank of the applicant. The 
examination will be scheduled so as to be 
completed within 48 hours after the 
applicant arrives for screening. The 
oral examination will include operative 
dentistry, prosthetics, crown and bridge, 
oral surgery, periodontia, oral diagnosis, 
dental roentgenology, and treatment 
planning. The practical examination 
will Include insertion of the following 
restorations: a multisurface amalgam, 
a silicate or resin and a % crown. The 
practical examination will also include 
the impression procedure for a full den¬ 
ture. the removal of a tooth, and the 
exposure of a full mouth set of X-rays. 
Additional technical procedures may be 
required if necessary for a thorough 
evaluation of the applicant. Upon com¬ 
pletion of the examination, a report of 
findings will be prepared, signed by all 
members of the board and submitted to 
the base surgeon responsible for screen¬ 
ing the applicant. The board findings 
will include: 

ia) Grades based on 0-to-100 point 
scale, by subject, separately for the oral 
and the practical examinations. 
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(b> A statement concerning the ap¬ 
plicant’s acceptability for Regular ap¬ 
pointment. If the applicant Is not 
recommended for Regular appointment, 
reasons, therefor will be indicated. 

5 887.8 Action by Director of Person¬ 
nel Procurement and Training. Upon 
receipt of an application, the Director 
of Personnel Procurement and Training 
will: 

(a) Obtain from the Surgeon General. 
USAF. the name of the base nearest to 
current address of the applicant, which 
has screening facilities available. 

(b) Forward to the appropriate base 
surgeoQ the duplicate of application, a 
screening kit. and Instructions to screen 
the applicant in accordance with this 
part. 

<c) Obtain USAF Performance Re¬ 
ports from applicant’s past and present 
superior officers. 

<d> Forward the complete application 
with screening results to the Surgeon 
General, USAF, for review and recom¬ 


mendation regarding applicant** pro¬ 
fessional qualifications. 

(e> Forward the application with the 
recommendation of the Surgeon General, 
USAF. to the Secretary of the Air Force 
Personnel Council for final considera¬ 
tion. 

(f > Have a national agency check ac¬ 
complished on the applicant, if selected 
for Regular appointment, prior to rec¬ 
ommending nomination by the Presi¬ 
dent. 

(g) Tender appointment to the appli¬ 
cant who has been nominated by the 
President, confirmed by the Senate, and 
found to be medically qualified for a 
Regular Air Force commission. 

<h> Notify the applicant who is not 
selected. 

5 887.9 Action by the Surgeon Gen¬ 
eral, US/IF, Upon receipt of the appli¬ 
cation from the Director of Personnel 
Procurement and Training, the Surgeon 
General, USAF. will: 


(a) Review all records pertaining to 
applicant. 

(b) Request persons named in item 4. 
AF Form 17a. to furnish certain pro¬ 
fessional data regarding the applicant 
which may be used in place of the USAF 
Performance Report. 

(c) Return the application to the Di¬ 
rector of Personnel Procurement and 
Training with a recommendation for 
the selection or nonselection of the ap¬ 
plicant. 

(d > Recommend the appropriate grade 
to be tendered the applicant if selected, 

$ 887.10 Forms. Applicants may ob¬ 
tain forms from the Surgeon General, 
Headquarters. United States Air Force. 
Washington 25. D. C.. or from the near¬ 
est Air Force installation. 

(seal! K E. Thiebaud. 

Colonel . U. S. Air Force . 

Air Adjutant General . 

IF. R. Doc. 54 3436. Filed. M.iy 7, 1954; 

8:45 a. xn ] 
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DEPARTMENT OF THE TREASURY 

Office of the Secretary 
[ 31 CFR Part 54 1 

Gold Regulations 

NOTICE or PBOPOSED RULE MAKING 

Notice is hereby given that the Secre¬ 
tary of the Treasury proposes to amend 
the Gold Regulations as hereinafter set 

forth. 

Interested persons may participate in 
the making of the proposed rules by 
submitting their views and data or argu¬ 
ments in WTiting to the Director of the 
Mint. Treasury Department. Washing¬ 
ton 25. D. C.. prior to June 7. 1954. All 
communications should be submitted in 
quadruplicate. 

The full text of the proposed amend¬ 
ments to the Gold Regulations is set 
forth below. These amendments in¬ 
corporate into the Gold Regulations the 
following changes: 

1. Section 54.8 (b) of the regulations, 
which requires collectors of customs, 
upon receipt of instructions from the 
Secretary of the Treasury, to refuse 
entry of gold exported from countries 
specified in such instructions unless a 
certificate of lawful exportation from 
such country ts furnished, will be 
revoked. 

2. A finding that all gold coins made 
prior to April 5. 1933. are of recognized 
special value to collectors of rare and 
unusual coin within the meaning of 
$ 54.20 of the Gold Regulations, will be 
incorporated into such section. It is 
also proposed to permit the exportation 
of coins made before such date without 
the necessity of obtaining a Treasury 
Gold License, f 59 54.20. 54.25 <b) (3)1 

3. The acquisition of retort sponge 
from miners by any person will be per¬ 
mitted in amounts not exceeding 200 
troy ounces of fine gold content without 


obtaining a Treasury Gold License. 
15 54.191 

4. The number of reports which must 
be submitted to the Director of the Mint 
by persons holding Treasury Gold Li¬ 
censes is to be reduced from four per 
year to two per year, if 54.271 

5. The requirement that a license be 
obtained to export gold refined from 
imported gold bearing materials is to be 
eliminated. However, it will be neces¬ 
sary for the exporter to file with the 
collector of customs at the port of ex¬ 
port a certificate, attesting that he has 
no interest in such gold and that he has 
complied with all other provisions re¬ 
lating to the export of such gold. 
15 54.331 

6. The amount of gold which persons 
operating pursuant to the exemptions 
contained In 55 54.18 and 54.21 may have 
on hand at any one time is to be raised 
from 35 ounces to 50 ounces. The 
monthly limitation contained in § 54 21 
will be raised from 250 ounces to 350 
ounces. 

7. The definition of fabricated gold U 
to be changed so as to include processed 
or manufactured gold which has a gold 
content, the value of which does not ex¬ 
ceed 90 percent of the total domestic' 
value of such processed or manufac¬ 
tured gold, r 5 54.41 Under existing 
regulations, fabricated gold is defined as 
having a gold content which does not 
exceed 80 percent of such total domestic 
value. 

The proposed amendments will read as 
follows: 

$ 54.4 Definitions . (a) As used in 

this part, the terms: 

(1) ' The acts'* means the Gold Re¬ 
serve Act of 1934, as amended, and sec¬ 
tion 5 <b> of the act of October 6. 1917. 
as amended by section 2 of the act of 
March 9. 1933 and Title HI, section 301 
of the -First War Powers Act, 1941“ 
approved December 18.1941. 


(2) “The orders’* means Executive 
Orders Nos. 6280 of August 28. 1933 : 6359 
of October 25. 1933; and 9193 of July 6. 
1942, as amended. 

<3> “United States** means the Gov¬ 
ernment of the United States, or where 
used to denote a geographical area, 
means the continental United States and 
all other places subject to the jurisdic¬ 
tion of the United States. 

(4) “Continental United States** 
means the States of the United States, 
the District of Columbia, and the Terri¬ 
tory' of Alaska. 

(5) “Person** means any Individual, 
partnership, association, or corporation, 
including the Board of Governors of the 
Federal Reserve System, Federal Re¬ 
serve banks, and Federal Reserve agents. 

<6> “Mint” means a United States 
mint or assay office, and wherever au¬ 
thority is conferred upon a “mint” such 
authority Is conferred upon the person 
locally in charge of the respective United 
States mint or assay office acting in ac¬ 
cordance with the instructions of the 
Director of the Mint or the Secretary of 
the Treasury. 

<7> “Gold coin” means any coin con¬ 
taining gold as a ma jor clement, includ¬ 
ing gold coin of a foreign country. 

<8> “Gold bullion” means any gold 
which has been put through a process of 
smelting or refining, and which is in such 
state or condition that its value depends 
primarily upon the gold content and not 
upon Its form; the term “gold bullton” in¬ 
cludes. but not by way of limitation, 
semi-processed gold and scrap gold, but 
it docs not include fabricated gold as 
defined In this section, metals containing 
less than 5 troy ounces of fine gold per 
short ton. or unmelted gold coin. 

(9) Fabricated and semi-processed 
gold: 

(1) ’ Fabricated gold” means processed 
or manufactured gold in any form (other 
than gold coin or scrap gold) which: 
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(a) Has a gold content the value of 
which docs not exceed 90 percent of the 
total domestic value of such processed 
or manufactured gold; and 

ib) Has, In good faith, and not for 
the purpose of evading or enabling others 
to evade the provisions of the acts, the 
orders, or the regulations in this part, 
been processed or manufactured for 
some one or more specific and customary 
Industrial, professional or artistic uses, 
til) “Semi-processed gold" means 
processed or manufactured cold In any 
form (other than gold coin or scrap gold) 
which: 

<a) Has a gold content the value of 
which exceeds 90 percent of the total 
domestic value of such processed or 
manufactured gold; and 

<6) Has. in good faith, and not for 
the purpose of evading or enabling others 
to evade the provisions of the acts, the 
orders, or the regulations in this part, 
been processed or manufactured for 
some one or more specific and customary 
industrial, professional or artistic uses. 

(ill) The value of the gold content of 
an article shall be computed for the pur¬ 
poses of this subparagraph at $35 per 
troy ounce of fine gold content. 

<iv) For the purpose of this subpara¬ 
graph, the total domestic value of proc¬ 
essed or manufactured gold shall be 
based on the cost to the owner and not 
the selling price. The allowable elements 
of such value are; 

(a) In the case of a manufacturer or 
processor, only the cost of material in 
the article, labor performed on the arti¬ 
cle. and processing losses and overhead 
applicable to the manufacture or proc¬ 
essing of such article; and 

(b) In the case of a dealer or other 
person who holds or disposes of gold 
without further processing, only the net 
purchase price paid by such person, in¬ 
cluding transportation costs, if any. in¬ 
curred in obtaining delivery of such 
article to his usual place of business. 

<10) “Scrap gold'* means gold filings, 
clippings, polishings, sweepings and the 
like and any other melted or unmeltcd 
scrap gold, semiprocessed gold or fabri¬ 
cated gold, the value of which depends 
primarily upon its gold content and not 
upon its form, which is no longer held 
for the use for which it was processed 
or manufactured. 

<11) “Gold in its natural state** means 
gold recovered from natural sources 
which has not been melted, smelted, or 
refined, or otherwise treated by heating 
or by a chemical or electrical process. 

(12) “Hold**, when used with refer¬ 
ence to gold includes actual or construc¬ 
tive possession of or the retention of any 
interest, legal or equitable, In such gold, 
and Includes, but not by way of limita¬ 
tion. acts of agency with respect thereto 
although the principal be unknown. 

<b> Wherever reference is made in 
this part to equivalents as between dol¬ 
lars or currency of the United States and 
gold. $1 or $1 face amount of any cur¬ 
rency of the United States equals fifteen 
and five twenty-firsts <15-5/21) grains 
of gold, nine-tenths fine. 

<c> Wherever reference is made in 
this part to “sections**, the reference is, 
unless otherwise indicated, to the desig¬ 
nated sections of tills part. 
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f 54.8 General provisions affecting 
import licenses . • • • 

<b) Certificates with respect to im¬ 
ported gold . I To be revoked. 1 

954.18 Unmelted scrap gold . Un¬ 
melted scrap gold may be acquired, 
held, transported within the United 
States, or imported, in amounts not ex¬ 
ceeding at any one time 50 tine troy 
ounces of gold content without the ne¬ 
cessity of holding a license therefor.. 
Persons holding licenses issued pur¬ 
suant to paragraph (a) of f 54.25, or 
acquiring, transporting, importing or 
holding gold pursuant to 9 54.21, may 
not acquire, transport, import or hold 
any gold under authority of this section. 

9 54.19 Gold in its natural state . (a) 

Gold in its natural state, as defined in 
9 54.4, may be acquired, transported 
within the United States, Imported, or 
held in custody for domestic account 
only, without the necessity of holding a 
license therefor. 

<b) Gold amalgam which results from 
the addition of mercury to gold in its 
natural state, recovered from natural de¬ 
posits in the United States or a place 
subject to the jurisdiction thereof, may 
be heated to a temperature sufficient to 
separate the mercury from the gold (but 
not to the melting temperature of gold) 
without a license by the person who re¬ 
covered the gold from such deposits, or 
his duly authorized agent or employee. 
The retort sponge resulting from such 
heating of such gold amalgam may be 
held and transported by such person 
without a license: Provided, however , 
That no such person may hold at any 
one time an amount of such retort 
sponge which exceeds in fine gold con¬ 
tent 200 troy ounces. Such retort 
sponge may be acquired from such 
persons: 

<1) By the United States: 

<2) By persons holding licenses issued 
pursuant to paragraph (a) of 9 54.25; 

<3) By other persons provided that 
the aggregate amount of such retort 
sponge acquired and held by such other 
persons does not exceed at any one time 
200 fine troy ounces of gold content. 

<c) Persons acquiring retort sponge 
under paragraph <b) <3) of this section 
are authorized to dispose of such retort 
sponge only to the United States and to 
persons holding licenses issued pursuant 
to paragraph (a) of I 54 25. 

<d) Except as provided in $9 54.12 to 
54.20. inclusive, and in 9 54.33. gold in 
its natural state may be melted or treated 
or exported only to the extent permitted 
by. and subject to the conditions pre¬ 
scribed In, or pursuant to, 55 54.21 to 
54.27, inclusive. 

9 54.20 Pare coin, (a) Gold coin of 
recognized special value to collectors of 
rare and unusual coin may be acquired 
and held, transported within the United 
8tates, or Imported without the neces¬ 
sity of holding a license therefor. Such 
coin may be exported, however, only in 
accordance with the provisions of 
9 54.25. 

<b) Gold coin made prior to April 5. 
1933, is considered to be of recognized 


special value to collectors of rare and 
unusual coin. 

<c) Gold coin made subsequent to 
April 5. 1933, is presumed not to be of 
recognized special value to collectors of 
rare and unusual coin. 

9 54.21 Fifty ounce exemption for 
processors, (a) Subject to the condi¬ 
tions in paragraph (b) of this section, 
any person regularly engaged In an in¬ 
dustry. profession, or art, who requires 
gold for legitimate, customary, and or¬ 
dinary use therein, may. without the 
necessity of obtaining a Treasury gold 
license: 

<1) Import unmclted scrap gold or 
acquire gold in any form from any per¬ 
son authorized to hold and dispose of 
gold In such form and amount under the 
regulations in this part or a license is¬ 
sued pursuant hereto; 

<2) Hold, transport, melt, and treat 
such gold; 

<3> Furnish unmeltcd scrap gold to 
the United StAtes, to persons operating 
pursuant to 19 54.18 or 54.21. or to tho 
holder of a license Issued pursuant to 
paragraph (a) of 9 54.25; and 

<4) Furnish melted scrap gold to the 
United States or to the holder of a li¬ 
cense issued pursuant to paragraph (a) 
of 9 54.25 which authorizes the acquisi¬ 
tion of such melted scrap gold. 

<b) The privileges of paragraph (a) 
of this section are granted subject to the 
following conditions: 

<I) That the aggregate amount of 
such gold acquired, held, transported, 
melted and treated, and imported, does 
not exceed, at any one time, 50 fine troy 
ounces of gold content (not including 
gold which may be acquired, held, etc., 
without a license under any other sec¬ 
tion of this part, except 9 54.18); 

<2) That the aggregate amount of 
such gold acquired, held, transported, 
melted and treated, and imported, does 
not exceed, in any calendar month 350 
fine troy ounces of gold content (not 
including gold which may be acquired, 
held, etc., without a license under any 
other section of this part, except 
5 54.18); 

<3> That such gold is acquired and 
held only for processing into fabricated 
gold, as defined in 9 54.4. by such person 
in the industry, profession, or art in 
which he is engaged; and 

(4) That full and exact records are 
kept and furnished in compliance with 
9 54.26. 

<c> Persons acquiring, holding, trans¬ 
porting, melting and treating, and im¬ 
porting gold under authority of this 
section arc not authorized; 

<1> To consign gold bullion. Includin': 
semi-processed gold, to other persons for 
processing except that scrap gold may. 
for processing and return in semi-proc¬ 
essed form, be consigned to the holder 
of a license issued pursuant to paragraph 
<a) of 9 54.25. which authorizes the ac¬ 
quisition and melting and treating of 
such gold; 

<2) To furnish melted scrap gold to 
persons operating pursuant to the pro¬ 
visions of this section or 9 54.18; 

<3) To dispose of gold held under au¬ 
thority of this section otherwise than 
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in the form of fabricated Bold or scrap 

gold. 

§ 54 25 Licenses. • • • 

(b) Licenses and authorizations tor 
the exporting of gold. • • • 

(3) Rare coin. (1) Rare gold coin, 
as defined in § 54 20, made prior to April 
5 1933 may be exported or transported 
from the continental United States with¬ 
out the necessity of obtaining a Treasury 
gold license: Provided, however. That 
the shipper's export declaration shall 
contain a statement that such coin is 
rare gold coin and is being exported 
pursuant to the authorization contained 
in this subparagraph and such additional 
documentation shall be furnished as may 
be requested by the Bureau of Customs 
or any other government agency charged 
with the enforcement of laws relating to 
the exportation of merchandise from the 
United States. 

<ii> Gold coin made subsequent to 
April 5. 1933 may be exported or trans¬ 
lated from the continental United 
States only under license on Form 
TGL/-U issued by the Director of the 
Mint. Application for such a license 
shall be executed on Form TO-ll and 
filed with the Director of the Mint. 
Washington 25. D. C. 

5 54.27 Reports. Every person hold¬ 
ing a license issued pursuant to para¬ 
graph (a) of 5 54.25 shall make reports 
on the appropriate report form specified 
in such license for the six months* pe¬ 
riods ending on the last days of June and 
December, respectively, and shall file 
such reports with the Director of the 
Mint. Treasury Department. Washing¬ 
ton 25. D. C. Reports shall be filed 
within a certain number of days after 
the termination of the six months* pe¬ 
riod for which such reports arc made, as 
specified in the report form. 

! 54.32 Gold Imported in gold-bear¬ 
ing materials for re-export . <a> Gold 

refined (or the equivalent to gold re¬ 
fined) from gold-bearing materials im¬ 
ported into the United States for 
refining and re-export may be re¬ 
exported to the foreign exporter or pur¬ 
suant to his order, without the necessity 
of obtaining a Treasury gold export 
license, subject to the following condi¬ 
tions: 

(1) The imported gold-bearing mate¬ 
rial cither <l> was imported into the 
United States from a foreign resident or 
a foreign organization, or <ii) was mined 
by a branch or other office of a United 
States organization and Imported into 
the United States from such branch or 
office; 

(2) The Importer has no right, title, 
or interest In the gold refined from the 
imported gold-bearing material other 
than through its branch or office which 
is the foreign exporter as provided in 
subparagraph (1> (ii> of this para¬ 
graph, and the Importer will not partic¬ 
ipate in the sale of such refined gold or 
receive any commission In connection 
with the sale of such refined gold; 

(3) The refined gold Is to be re-ex¬ 
ported to the foreign exporter or. pur¬ 
suant to his order, to a foreign resident 
or foreign organization; and 
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<4> Such gold Is imported, acquired, 
and held, transported, melted and 
treated, as permitted in §§54.12 to 
54.20, Inclusive, or In accordance with a 
license issued under I 54.25, and in full 
compliance with the provisions of para¬ 
graph <b> of this section. 

<b> Procedural requirements. Per¬ 
sons exporting gold pursuant to para¬ 
graph (a) of this section shall comply 
with the following requirements: 

<1) Notation upon entry. Upon the 
formal entry into the United States of 
any gold-bearing materials, the im¬ 
porter shall declare to the collector of 
customs at the port w’herc the material 
is formally entered that the importation 
is made with the Intention of exporting 
the gold refined therefrom to the foreign 
exporter, or pursuant to his order. The 
collector shall make on the entry a nota¬ 
tion to this effect and forward a copy 
of the entry to the United States assay 
office at New York or to the United States 
mint at San Francisco, whichever is 
designated by the importer. 

(2) Sampling and assaying. Promptly 
upon the receipt of each importation of 
gold-bearing material at the plant where 
It is first to be treated, it shall be 
welshed, sampled, and assayed for the 
gold content. A reserve commercial 
sample shall be retained by such plant 
for at least i year from the date of im¬ 
portation. unless the assay Is sooner veri¬ 
fied by the Bureau of the Mint. 

(3) Plant records. The importer shall 
cause an exact record, covering each 
importation, to be kept at the plant of 
first treatment The records shall show 
the gross wet weight of the importation, 
the weight of containers, if any. the net 
wet weight, the percentage and weight 
of moisture, the net dry weight, and the 
gold content shown by the settlement 
assay. An attested copy of such record 
shall be filed promptly with the assay 
office In New York or the mint at San 
Francisco, whichever has been desig¬ 
nated to receive a copy of the entry. 
The plant records herein required to be 
kept shall bo available for examination 
by a representative of the Treasury De¬ 
partment for at least 1 year after the 
date of the disposition of such gold. 

(4) Limitations on exports. The gold 
refined (or the equivalent to gold re¬ 
fined) from imported gold-bearing ma¬ 
terials shall be exported not later than 
seven months from the date of entry 
of such gold-bearing materials and shall 
not exceed the amount of gold shown on 
the refiner's settlement sheet as having 
been recovered from the imported gold- 
bearing material: Provided. That, such 
gold may be exported prior to the pro¬ 
curement of the refiner's settlement 
sheet in an amount not in excess of 90 
percent of a written estimate of the gold 
content of the gold-bearing material 
based upon the actual test assay of such 
material 

(5) Export declaration and certificate. 
The exporter shall state on his export 
declaration that the shipment is gold 
refined (or the equivalent to gold re¬ 
fined) from imported gold-bearing ma¬ 
terials which is being exported pursuant 
to the authorization contained in this 
section, and shall attach to his export 
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declaration a certificate properly exe¬ 
cuted in duplicate on Form TO-16. 

Subpart H ‘'Instructions Issued pur¬ 
suant to the regulations in this part’* is 
to be revoked. 

(See. S (b). 40 Slat. 415. as amended, aeca. 
3. 3. 9. 11. 48 Stat. 340. 341. 342: 12 U. S. CL 
95a. 31 V. 8 . C 442. 733. 734. 822b. E. O. 02 GO. 
Aug. 28. 1933; E O. 0359. Oct. 23. 1933; E. O. 
9193 July 0. 1942, an amended. 7 F. It. 5205; 
3 CTO 1943 Cum 8upp : E. O. 10289. Sept. 
IT. 1951. 18 P. R. 9499; 3 CFR 1951 fiupp.) 

(seal] G. M. Humphrey. 

Secretary of the Treasury. 

IF. R. Doc. 54-3434; Filed. May 7. 1954; 
8:46 a. tn.| 


DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 
[ 7 CFR Part 25 ] 

Dry Buttermilk 

U S. STANDARDS FOR GRADES 1 

Notice is hereby given that the United 
States Department of Agriculture is con¬ 
sidering the issuance of United States 
Standards for Grades of Dry Buttermilk 
pursuant to the authority contained in 
the Agricultural Marketing Act 1946 (60 
Stat. 1087. 7 U. a C. 1621. et scq ). 

All persons w ho desire to submit writ¬ 
ten data, views or arguments for con¬ 
sideration in connection with the pro¬ 
posed standards should file the same in 
duplicate with the Director. Dairy Divi¬ 
sion, Agricultural Marketing Service, 
U. 8. Department of Agriculture. Wash¬ 
ington 25. D. C.. not later than the 
close of business on the 30th day after 
publication of this notice in the Federal 
Register. 

The proposed standards are as follows: 

DEFINITION 

f 25.1 Dry buttermilk. ‘'Dry butter¬ 
milk*" (made by the spray process or the 
atmospheric roller process) is the prod¬ 
uct resulting from drying liquid butter¬ 
milk derived from the manufacture of 
sweet cream butter to which no alkali 
or other chemical has been added and 
which has been pasteurized either before 
or during the process of manufacture at 
a temperature of 143* F. for 30 minutes 
or its equivalent in bacterial destruction. 

u s. GRADES 

1 25.2 Nomenclature of U. S. grades — 
(a) Nomenclature . The nomenclature 
of U. S. grades is U. 8. Extra and U. S. 
Standard. 

§25.3 Basis for determination of 
U . S. grades. The U. S. grades of dry 
buttermilk arc determined hereunder 
on the basis of flavor and odor, physical 
appearance, alkalinity of ash, bacterial 
estimate. butterfAt content, moisture 
content, scorched particle content, solu¬ 
bility index, and titratable acidity. 

§25.4 U. S. Extra grade. The re¬ 
quirements of the U. S. Extra grade 
differ for dry buttermilk made by the 


• Compliance with theee standard* doe* not 
excuse (allure to comply with the provision* 
of the Federal Food. Drug, and Cosmetic Act, 
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spray process from that made by the at¬ 
mospheric roller process. 

(а) Spray process. Dry buttermilk 
manufactured by the spray process con¬ 
forms to the following requirements: 

(1) Flavor and odor <applies equally 
to the reliquefled form). Free from 
non-buttcrmilk flavors and odors. 

<2) Physical appearance . Is cream 
to light brown color; free from lumps 
that do not break up under slight pres¬ 
sure; and practically free from black 
and brown scorched particles. 

(3) Alkalinity of ash. Not more than 
125 ml. 0.1 N HC1 per 100 grams. 

<4) Bacterial estimate . Not more 
than 50.000 per gram. 

(5) Butter fat content. Not less than 
4.50 percent 

(б) Moisture content. Not more than 
4.00 percent. 

(7) Scorched particle content. Not 
more than 15.0 mg. 

(8) Solubility index. Not more than 
1.25 ml. 

(9) Titratable acidity. Not less than 
0.12 percent; not more than 0.18 per¬ 
cent. 

<b) Roller process. Dry buttermilk 
manufactured by the roller process con¬ 
forms to the requirements in paragraph 
(a) of this section except that the solu¬ 
bility index is not more than 15.0 ml., 
and the scorched particle content is not 
more than 22.5 mg. 

I 25.5 U. S. Standard grade. The re¬ 
quirements of the U. 8. Standard grade 
differ for dry buttermilk manufactured 
by the spray process from that manu¬ 
factured by the atmospheric roller 
process. 

(a) Spray process. Dry buttermilk 
manufactured by the spray process con¬ 
forms to the following requirements: 

<1) Flavor and odor {applies equally 
to the reliquefled form). Has not more 
than slight unnatural flavors and odors 
and has no offensive flavors and odors. 

(2) Physical appearance. Is cream to 
light brown color; free from lumps that 
do not break up under moderate pres¬ 
sure; and contains brown and black 
scorched particles to not more than a 
moderate degree. 

(3) Alkalinity of ash. Not more than 
125 ml. of 0.1 N HC1 per 100 grams. 

<4) Bacterial estimate. Not more than 
200.000 per gram. 

<5) Butter fat content. Not less than 
4.50 percent. 

<0> Moisture content. Not more than 
5.0 percent. 

(7) Scorched particle content. Not 
more than 22.5 mg. 

<8) Solubility index. Not more than 
2.00 ml. 

(9) Titratable acidity. Not less than 
0.12 percent; not more than 0.20 percent. 

<b> Roller process. Dry buttermilk 
manufactured by the roller process con¬ 
forms to the requirements prescribed in 
paragraph (a) of this section except 
that the solubility index is not more than 
15.0 ml. and the scorched particle con¬ 
tent is not more than 32.5 mg. 

TEST METHODS 

I 25.6 Test methods, (a) The test 
methods contained in Methods of Labo¬ 
ratory Analyses for Dry Whole Milk and 
Nonfat Dry Milk Solids, United States 
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Department of Agriculture, May 1951 
(Mimeo.), obtained from Dairy Division, 
Agricultural Marketing Service, are used 
to determine bacterial estimate, butter- 
fat content, moisture content, solubility 
index, and titratable acidity. 

<b) The test method used to determine 
scorched particle content is as follows: 

(1) Spray process dry buttermilk. (1) 
Reliqucfy 25 grams of spray process dry 
buttermilk in approximately 250 ml. of 
warm sediment-free water. Mix thor¬ 
oughly until the product Is uniformly 
dispersed. Filter the entire solution 
through a standard iy 4 " llntine disc 
filtering surface). Rinse the mix¬ 
ing container with sedlmcnt-frec water 
and pass the rinse through the disc. 

<ii> The scorched particle content of 
the dry buttermilk is determined by 
visually comparing the discs obtained in 
subdivision <i> of this subparagraph 
with the United States Scorched Par¬ 
ticle Standards for Dry Milks (Part 37 
of tills title). 

<2) Roller process dry buttermilk . 
(i) Place approximately 300 ml. of a hot 
(175-180* F.) 10 percent solution of tetra 
sodium salt of ethylene diamine tetra 
acetic acid in the mixing jar of a high 
speed mixer (such as, a Waring Blender). 
Turn on the mixer and add 17 g. of 
dry buttermilk. Add a few drops of 
diglycol lauratc (defoaming agent). 
Mix 8 to 10 seconds; add additional hot 
solution of the dispersing agent to the 
mixer until the volume of sample solu¬ 
tion is approximately 500 ml. Agitate 
the sample solution for an additional 45 
seconds and filter Immediately through 
a iy 4 " (1J4" filtering surface) llntine 
disc (aspirator or pressure type labora¬ 
tory filtering apparatus necessary). 
Rinse mixing container with hot water, 
and pass all rinsings through the filter 
disc. 

(li) The scorched particle content of 
the dry buttermilk U determined by 
visually comparing the discs obtained in 
subdivision (i) of this subparagraph with 
the United States Scorched Particle 
Standards for Dry Milks (Part 37 of this 
title). 

(c) The test method for dry skim milk 
contained in paragraph 15.97, page 251. 
of the publication “Official Methods of 
Analysis of the Association of Official 
Agricultural Chemists’* 7th edition, 1950. 
published by the Association of Official 
Agricultural Chemists, Post Office Box 
540, Benjamin Franklin Station, Wash¬ 
ington 4, D. C., is used to determine the 
alkalinity of ash. 

(CO Stat. 1090; 7 U 8. C. 1624) 

Done at Washington, D. C, this 4th 
day of May 1954. 

I seal! Roy W. Lennartson, 
Deputy Administrator , 
Agricultural Marketing Service. 

|F. R. Doc. 54-3450; Plied. May 7. 1054; 

8:51 a. m.j 


[ 7 CFR Part 45 1 

Cheddar Cheese 
U. 8 . STANDARDS FOR GRADES 

Notice is hereby given that the United 
States Department of Agriculture is con¬ 


sidering the amendment as hereinafter 
proposed of United States Standards 
for Grades of Cheddar Cheese (7 CFR, 
Part 45) pursuant to the authority con¬ 
tained in the Agricultural Marketing 
Act. 1946 (60 Stat. 1087; 7 U. S. C. 1621 
et seq ). 

This amendment will permit rindless 
(cured-in-package) Cheddar cheese to 
be wrapped in a non-transparent wrap¬ 
per, such as aluminum foil. Such 
amendment has been requested by the 
cheese industry and the aluminum foil 
wrapper may now be used on cheese 
purchased under the current price sup¬ 
port program. 

Ail persons who desire to submit 
written data, views, or arguments for 
consideration In connection with the 
proposed amendment should file the 
same, in duplicate, with the Director. 
Dairy Division. Agricultural Marketing 
Service. Washington 25, D. C., not later 
than the close of business on the 30th 
day after publication of this notice in 
the Federal Register. 

The proposed amendment is as fol¬ 
lows: 

1. Delete the first sentence of 5 45.2 
<b) which reads as follows: “The cheese 
is tightly wrapped In a transparent 
wrapper which will not impart any color 
or objectionable odor or flavor to the 
cheese or interfere with the natural 
aging of the cheese” and substitute 
therefor the following: “The cheese is 
tightly wrapped in a wrapper which will 
not impart any color or objectionable 
odor or flavor to the cheese or Interfere 
with the natural aging of the cheese.” 
(60 8tAt 1090; 7 U. 8. C. 1624) 

Done at Washington, D. C.. this 4th 
day of May 1954. 

(seal) Roy W. Lennartson, 
Deputy Administrator, 
Agricultural Marketing Service. 

IP. R. Doc. 54-3458; Plied. May 7. 1954; 

8;51 A. m J 


[ 7 CFR Part 965 1 

(Docket No. AO-166-A18J 

Handling of Mux in the Cincinnati, 
Ohio, Marketing Area 

NOTICE OF RECOMMENDED DECISION AND 
OPPORTUNITY TO FILE WRITTEN EXCEP¬ 
TIONS WITH RESPECT TO PROPOSED AMEND¬ 
MENTS TO THE TENTATIVE MARKETIN') 
AGREEMENT AND TO THE ORDER, AS 
AMENDED 

Pursuant to the provisions of the Agri¬ 
cultural Marketing Agreement Act of 
1937, as amended (7 U. S. C. 601 et seq.>, 
and the applicable rules of practice and 
procedure, as amended, governing the 
formulation of marketing agreements 
and marketing orders (7 CFR Part 900 >, 
notice is hereby given of the filing with 
the Hearing Clerk of this recommended 
decision of the Deputy Administrator. 
Agricultural Marketing Service, United 
States Department of Agriculture, with 
respect to proposed amendments to the 
tentative marketing agreement and to 
the order, as amended, regulating the 
handling of milk in the Cincinnati, Ohio, 
marketing area. 
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Interested parties may file written ex¬ 
ceptions to this decision with the Hearing 
Clerk. United States Department of Ag¬ 
riculture, Washington 25. D. C.. not later 
than the close of business the 7th day 
after publication of this decision in the 
Kedesal Rtgiste*. Exceptions should be 
Hied in quadruplicate. 

Preliminary statement. The hearing, 
on the record of which the proposed 
amendments to the tentative marketing 
agreement and to the order, as amended, 
were formulated, was conducted at Cin¬ 
cinnati. Ohio, on January 25-29 and on 
March 8. 1954. pursuant to notices 
thereof issued January 20. 1954 (19 P. R. 
414) and March 1. 1954 (19 F. R. 1220). 
The material issues of record relate to: 
(1> Inclusion of a provision requiring 
payments to the producer-settlement 
fund on ’‘other source milk*’ classified as 
Class I and Class n milk: 

(2) Adoption of location adjustments 
with respect to milk received at pool 
plants located at a distance from the 
marketing area: 

<3> Revision of the supply-demand 
adjustor (affecting Class I and Class II 
price differentials): 

(4) Revision of the basis of qualifying 
as pool plants those plants which serve 
as supply sources for fluid milk plants 
(from which routes as defined in the 
order are operated within the marketing 
area); 

(5) Reclassification of milk used to 
produce Cheddar cheese, sour-cultured 
cream and certain other products; revi¬ 
sion of the rules governing the classifica¬ 
tion of transfers of milk, skim milk, and 
cream between milk plants: 

(6) Revision of butterfat differentials; 

(7) Modification of the definition of 
•‘producer”; 

(8) Revision of the seasonal applica¬ 
tion of the price formulas for producer 
milk used for manufacturing purposes 
(Class III and Class IV milk): 

(9) Adoption of a '‘cooperative serv¬ 
ice payment to be made to bargaining 
cooperatives from the producer-settle¬ 
ment fund for services rendered In dis¬ 
posing of milk released or refused by a 
handler: and 

(10) TTie question as to whether mar¬ 
keting conditions in the area require 
emergency action on the proposed 
amendments. 

Issues numbered (7). (8>. (9). and 
(10) . and issue number (6) in part, were 
covered in decisions issued February 19 
and March 19. 1954. Therefore, discus¬ 
sion of matters included in such deci¬ 
sions is not repeated here. The present 
decision relates to issues (1) through 
(5 » and to those aspects of issue number 
(6) on which findings and conclusions 
were reserved in the decision of March 
19. 

Findings and conclusions . The fol¬ 
lowing findings and conclusions on the 
material issues are based on evidence 
presented at the hearing and the record 

thereof: 

(1) The order should provide for a 
payment by the handler to the producer- 
settlement fund with respect to any 
other source milk utilized in Class I milk 
or Class II milk. 


FEDERAL REGISTER 

Producer organizations proposed that 
any other source milk, except “emer¬ 
gency milk” a3 currently defined in the 
order, be made subject to a payment 
which would be returned to producers 
through the producer-settlement fund. 
It was contended that the classified price 
plan as established by the order is seri¬ 
ously jeopardized by the fact that un¬ 
priced milk, which does not qualify as 
producer milk, is being sold within the 
marketing area as Class I and Class n 
milk. Such milk, it was stated, has re¬ 
sulted In the displacement of producer 
yniik in such classes to the degree that 
producers and handlers both are found 
with substantial quantities of milk as 
surplus to be disposed of at a manufac¬ 
turing milk price which, under other 
circumstances, might be utilized in the 
higher valued classes. It was contended 
further that handlers operating under 
the classified price plan are placed in an 
untenable competitive position in the 
absence of assurance that no handler 
will be provided with an opportunity 
to purchase milk for less than his com¬ 
petitors. 

The Cincinnati order provides for a 
market-wide pool. Under this pooling 
plan each handler makes full payment 
for his monthly receipts of producer milk 
through the medium of a “producer- 
settlement fund” established by the 
order and operated by the market ad¬ 
ministrator. The market administrator 
then distributes the total monies received 
from all handlers to all producers uni¬ 
formly based upon the computation of 
the uniform price and the applicable 
producer butterfat differential for the 
month. This method of payments Into 
and out of the equalization fund is the 
essential mechanism for providing uni¬ 
formity of payments to producers irre¬ 
spective of the handler to whom they 
deliver their milk. Provisions for uni¬ 
form prices to handlers and equalized 
payments to producers are necessary to 
the maintenance of stable and orderly 
marketing conditions in the Cincinnati 
marketing area. 

Because under the plan for uniform 
producer prices any handler with less 
than the market average proportion of 
milk in Class I is enabled to pay a pro¬ 
ducer orice as high as that paid by other 
handlers with higher proportions of their 
milk in Class I. there is an advantage to 
any such plant operator to place himself 
under the regulation. The smaller the 
plant operator's proportion in Class I. 
the greater is the attraction of the pool 
to him. Plants which are engaged pri¬ 
marily in the manufacture of milk into 
dairy products, rather than as suppliers 
of Class I milk to the marketing area, 
find it particularly attractive to place 
their plants under regulations, for the 
principal purpose of being able to obtain 
the uniform price for their producers. 
The result of this, however, is to reduce 
the returns to those producers whose 
milk actually constitutes the regular 
source of supply of Class I milk for the 
marketing area. 

It has been necessary, for the reasons 
stated, to distinguish milk which In fact 
constitutes the regular and normal 
sources of supply for the marketing area 
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from other milk which might enter the 
marketing area. Sections 965.7, 965.8, 
and 965.10 of the order, which define 
“producer.” “pool plant.” and “producer 
milk.” are designed to identify the regu¬ 
lar and normal sources of supply for the 
Cincinnati marketing area. Under the 
definition of “pool plant,” any plant, no 
matter where located, may bring itself 
under regulation by performing in the 
manner required, and any plant may re¬ 
lieve itself of regulation when it no 
longer operates in a way that brings it 
within the scope of these sections of the 
order. 

Since the order provides for the iden¬ 
tification of that milk which is fully sub¬ 
ject to regulation, the possibility remains 
that some milk (1. e. other source milk) 
which is not subject to total regulation, 
will be disposed of in the marketing area 
as Class I or Class n milk. In fact sub¬ 
stantial quantities of other source milk 
are being disposed of in each month os 
Class I milk and Class n milk In the 
marketing area. During 1953 other 
source milk in Class I and Class II aver¬ 
aged over 460.000 pounds per month, and 
in recent months the quantity has been 
Increasing. 

Regulation of milk prices and enforce¬ 
ment of use classification by the govern¬ 
ment was considered necessary when 
regulation was first instituted in the Cin¬ 
cinnati market, because producers were 
unable to insure that all milk used for 
fluid purposes would be paid for at a 
price commensurate with such use. The 
inevitable existence of excess, or surplus, 
inspected milk in the market provided 
the seeds of price instability. That por¬ 
tion of the milk supply which had to be 
marketed as surplus returned only a 
manufactured milk value. Any handler 
who could purchase such milk at surplus 
prices and sell it for fluid, or Class I, use 
enjoyed a marked competitive advantage 
over handlers paying a full Class I price 
for such milk. 

In the absence of any competitive or 
regulatory force to compel all handlers 
to pay producers for milk used in fluid 
outlets at a rate commensurate with its 
value for such use. the position of any 
handler who paid Class I prices was in¬ 
secure. if not untenable, whenever there 
was surplus milk available to the market. 
In the absence of conditions which in. 
sure payments according to use. prices 
to producers for milk tend to be forced 
through competition toward the rate of 
return obtainable from marginal outlets. 
Experience indicates that the marginal 
outlets are ordinarily butter, nonfat dry 
milk solids, evaporated milk, or cheese. 
This is particularly true in the season of 
flush milk production. Prices resulting 
from such competition do not create 
orderly marketing or assure an adequate 
or dependable supply of fluid milk 
throughout the year. 

Under the order, producers are assured 
that if their milk is used for Class l 
purposes It will be paid for at the Class I 
price. Such prices arc set at levels which 
reflect the price of feeds and other eco¬ 
nomic conditions affecting the supply and 
demand for milk, and insure consumers 
of a sufficient supply of pure and whole¬ 
some milk. A classified pricing program 
under regulation cannot hope to be sue- 
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cessful In Insuring returns to producers 
at rates contemplated by the act, how¬ 
ever, if It is possible for milk to be pur¬ 
chased which costs less than producer 
milk and be sold within the marketing 
area for Class I and Class II uses. Any 
handler who finds himself in a situation 
In which his competitors are paying less 
for Class I and Class II milk than he is 
paying will be compelled to resort to the 
same methods, if possible. This could 
result in disorderly marketing and In 
partial or substantial displacement of 
producer milk In the Class I and Class 
n market. Handlers selling unpriced 
milk to such outlets could be expected 
to have substantially different product 
costs at various times than those selling 
producer milk. In obtaining unpriced 
milk regular sources of supply might be 
abandoned by handlers thus creating 
Insecurity for both themselves and pro¬ 
ducers and less dependable supplies for 
consumers. 

The sale of unpriced milk, and conse¬ 
quent displacement of producer milk, 
con occur under the order if plants dis¬ 
tributing milk in the marketing area 
simply shift some purchases of milk to 
unregulated sources. As an offsetting 
factor It could be provided that any Class 
I and Class n sales would be assigned 
first to regulAted milk in the plant, but 
all remaining sales would be assigned 
to unpriced milk. However, by restrict¬ 
ing. or perhaps discontinuing, purchases 
of milk from regulated sources, a han¬ 
dler could distribute unpriced milk as 
Class I or Class II milk in quantity. Al¬ 
ternative supplies of milk for this pur¬ 
pose might be obtained from any 
unregulated source acceptable to the ap¬ 
propriate health authority in the com¬ 
munity of the marketing area where the 
milk was sold. Such sources would not 
become regulated, of course, unless they 
met the pooling requirements for supply 
plants and received milk from farmers 
meeting the qualifications set forth in 
the definition of producer. 

Producer milk also may be displaced 
to the extent that operators of plants 
not qualified under the performance 
standards of "pool plants*' distribute 
milk directly to consumers in the mar¬ 
keting area. This is possible to some 
degree since, under the provisions of the 
order attached hereto, a plant must dis¬ 
tribute a certain percentage of its milk 
In the marketing area in order to qualify 
for pooling. 

It Is concluded, therefore, that a pro¬ 
vision Is necessary in the order which 
will insure against the displacement of 
producer milk for the purpose of cost 
advantage. This is essential to preserve 
the Integrity of the classified pricing 
program of the order. In the absence 
of such payments It would be necessary 
to regulate fully all plants engaging in 
distribution within the marketing area 
to accomplish such purpose. It should 
be noted, however, that it will not further 
the general objectives of the regulation, 
and it should not be necessary, to impose 
the order in full upon any plant dis¬ 
tributing only a small portion of its milk 
within the marketing area. While pre¬ 
serving the price structure established 
by the order the method of compensation 


payments adopted permits milk to be 
sold from such a plant to outlets within 
the marketing area and still provides 
such plant a maximum degree of freedom 
In disposing of milk and Its products to 
other markets where the major propor¬ 
tion of its business is located. 

There Is no choice as to what type of 
compensatory payment provision can be 
used, since minimum class prices may 
not be fixed for handlers who do not 
participate in market-wide equalisation. 
The only alternative is to levy a charge 
against unpriced milk to the extent it is 
required for the removal of any advan¬ 
tage there may be In using unregulated 
milk in Class I and Class n milk instead 
of regulated producer milk. 

Several problems are Involved in es¬ 
tablishing rules for any charge or pay¬ 
ment designed to bring about the re¬ 
moval of the advantage of using unregu¬ 
lated milk. The rate of a compensation 
payment for this purpose must not be so 
low that it will permit a handler to gain 
either temporary or permanent advan¬ 
tage through sale of unpriced milk as 
Class I or Class II milk in the marketing 
area. It also should not be so high that 
it penalises suppliers of unpriced milk 
who offer milk needed by the market and 
who are not in a position of gaining an 
unfair advantage by such sale of milk. 
Thus, it should bo noted that the pay¬ 
ment will not apply when a shortage of 
regulated, producer milk exists. The 
payment must be provided for In a man¬ 
ner which is administratively feasible 
and which does not bring about unjus¬ 
tified administrative inconvenience or 
expense which would represent an addi¬ 
tional burden on other handlers. 

Several methods for determining what 
rate of payment would be appropriate 
may be considered. One of these is to 
ascertain the actual cost to the regulated 
handler of milk which he purchases from 
unregulated plants and charge as a 
••compensation** payment any amount 
by which the Class I or Class n price, 
as the case may be. exceeds the cast of 
the unregulated milk so used. Such a 
scheme is not sound from the standpoint 
of administrative feasibility and even 
though It Were feasible it would not 
necessarily remove the advantage in us¬ 
ing unregulated milk. Billing prices be¬ 
tween dealers may not represent actual 
cost. In the case of a firm which owns 
or controls pool plants under the Cin¬ 
cinnati order as well as unregulated 
plants, the rate of payment from one 
plant to another, if any were made, 
would have little or no significance. If 
stach a provision were to be adopted, the 
billing rate might be deliberately set in 
each instance at a level which would 
avoid any payment and have no regard 
to the value of the milk. This would be 
possible under the Cincinnati order. 

A handler having no unregulated 
plants also might find it possible to ar¬ 
range a billing price on purchased milk 
which would avoid any compensatory 
payment. If a handler had the choice of 
paying money to the market-wide pool 
or to a person from whom he was buying 
milk, he would probably choose the lat¬ 
ter. A "kick-back" arrangement, or off¬ 
setting purchase and sale, might readily 


be arranged, perhaps through a third 
party. Since the billing price for milk 
would be a self-serving figure for both 
parties to the transaction, it would be 
virtually Impossible to ascertain that it 
represented true cost to the purchaser. 

Moreover, even if the stated purchase 
price were a true cost, to base compensa¬ 
tion payments on the difference between 
such price and the Class I or Class II 
price still would not fulfill the purpose of 
removing the advantage to unregulated 
milk. Sales of priced milk betwen regu¬ 
lated handlers ordinarily take place at 
the class price plus a handling charge. 
This handling charge varies according to 
circumstances, but represents a payment 
to the first receiver of the milk to offset 
his purchasing and receiving costs, such 
as receiving, weighing, testing, and cool¬ 
ing the milk, paying producers' profits, 
and so on. Thus, in order to remove 
completely the advantage to unregulated 
milk, it would be necessary to provide 
that the cost of bulk unregulated milk be 
somewhat more than the price of the 
class of use. It would be exceedingly 
difficult to determine what this excess 
rate should be, particularly in the case 
of products such as skim milk and cream, 
where additional processing costs that 
must be prorated between more than one 
end product are involved. Furthermore, 
the marketing agreement act does not 
give the Secretary authority to enforce 
prices other than producer prices. This 
basis for removing the advantage in 
using unregulated milk therefore must 
be rejected. 

Another method would be to determine 
the price actually paid dairy farmers by 
the unregulated milk dealer who first 
received the milk, and base the compen¬ 
sation payment thereon. This method 
also has shortcomings. The various 
payment plans which might be, and are, 
used in paying fanners for milk would 
make the determination of pay rotes to 
each farmer a hopelessly complicated 
task. For example, unregulated milk 
dealers may use varying rates of butter- 
fat differentials, different types of "base- 
rating" plans, various premium pay¬ 
ments. and so on. These various schemes 
used by dealers for paying farmers could 
make it impossible to determine the ac¬ 
tual rate of payment. Stated payment 
prices can be an illusion since the actual 
cost of milk in a given case may be modi¬ 
fied by items such as hauling subsidies 
or overcharges, and by various kinds of 
supplies and services which may be over¬ 
priced or underpriced to the farmer. 
Whatever payment plan an unregulated 
milk dealer may use is a matter of his 
own choice. Determination of pay rates 
to farmers by unregulated dealers is 
handicapped also by the impossibility of 
verifying butterfat tests and weights. 

Furthermore, various types of pre¬ 
mium payments are not uncommon in 
the purchase of milk from farmers both 
by regulated and by unregulated han¬ 
dlers. These may include such items as 
quality premiums, volume premiums, 
special butterfat premiums, and perhaps 
others. A plan for equalisation on the 
basis of pay rates to farmers would fall 
to recognize that order prices are mini¬ 
mum prices, and payments to producers 
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under the order do not take into account 
various kinds of premiums paid pro¬ 
ducers. Regulated handlers are not al¬ 
lowed to deduct premium payments from 
class prices, but there is no practical 
method of adjusting for such payments 
In the case of unregulated handlers. In 
the case of a cooperative which might 
operate the unregulated plant part of 
the proceeds from the sale of milk might 
be distributed, of course, at the end of a 
fiscal year thus rendering monthly pay 
rates meaningless In relation to the true 
value of the milk. 

Even though it were possible to estab¬ 
lish with precision the actual cost of the 
milk purchased from farmers by un¬ 
regulated handlers, this method would 
not provide a sound approach to the 
problem of establishing compensation 
payments to the pool. There would re¬ 
main the additional question of what 
rate of payment should be required. If 
a payment were to be required on the 
unregulated milk based on the differ¬ 
ence between prices paid farmers and 
some other price, the unregulated han¬ 
dler could avoid payments by increasing 
his prices to fanners. This would give 
an unregulated handler the advantage 
over regulated handlers In that regulated 
handlers have no choice as to what 
minimum price they arc required to pay 
farmers nor how this money is to be 
distributed. Likewise, it would enable 
unregulated suppliers to dispose of Class 
I or Class II milk in the marketing area 
with no obligation to equalize such sales 
with other suppliers of the market. A 
further disadvantage would be that even 
though the rate of payment to farmers 
might be known, it still would be impos¬ 
sible to ascertain the true cost of milk 
disposed of in the marketing area. Since 
milk marketed outside the marketing 
area might represent most of the total 
supply In the unregulated plant, it would 
be necessary to determine payment to 
farmers for milk marketed to the vari¬ 
ous outlets. As pointed out subsequently 
in this decision, unregulated plants may 
have both surplus as well as Class I or 
Class n milk in their plants and it is not 
realistic to assume that the purchase 
price for milk for each use is the same. 

It might be contended that the latter 
objection could be overcome by malting 
the plant of the unregulated handler 
subject to audit and basing the rate of 
compensation payment on the difference 
between the average utilization value in 
the unregulated plant and the average 
rate of payment to dairy farmers. This 
method, however, would not recover the 
entire advantage of selling milk which 
otherwise would be put to manufactur¬ 
ing use as Class I or Class n milk In the 
marketing area. Also this method has 
not only the disadvantages associated 
with other schemes based on actual pay 
rates to producers, but also it would in¬ 
volve. in the case of the Cincinnati 
market, an extremely complicated and 
administratively unfeasible system of 
accounting and determination in such 
Plants. The unregulated plants from 
which the Cincinnati handlers obtain 
supplemental milk may be numerous and 
widely scattered. It is not possible or 
desirable to limit the number of plants 
No. ao-5 
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or the area from which milk may be 
supplied to the marketing area. In 
order to determine the utilization value 
in each of the plants from which milk Is 
purchased, it would be necessary to set 
up a complete new set of transfer and 
allocation rules, perhaps with individual 
tailoring, according to plant location, 
markets, and supplies. It would be nec¬ 
essary to follow milk from these plants 
to Its various destinations and uses to 
determine an accurate classification. It 
would be necessary to ascertain any 
sources of supply other than receipts 
directly from fanners, and determine 
what priority should be given such sup¬ 
plies in the allocation of milk to the use 
classifications. In the case of an inci¬ 
dental shipment of milk to the market¬ 
ing area at the end of a month, or in the 
case of such items as storage cream, ad¬ 
ditional complications would be involved. 
Earlier inventories as well as sales would 
have to be ascertained and classified. 
These measures would be expensive and 
difficult. Moreover, it Is not desirable to 
burden milk dealers who are not under 
regulation with the administrative pro¬ 
cedures and bookkeeping that go with 
regulation; and yet, to make the detailed 
accounting necessary to establish classi¬ 
fication, such unregulated dealers would 
need to maintain the same detailed rec¬ 
ords as wholly regulated handlers. 

Another possible suggestion for de¬ 
termining the rate of compensation pay¬ 
ment would be to base the rate on the 
difference between the uniform price 
prevailing in an area and the price of 
the class of use. An assumption might 
be made that unregulated handlers will 
be forced by competition to pay farmers 
approximately the uniform price of the 
marketing area. While this may be true 
in many instances, it is not necessarily 
always true, and a payment based on 
the difference between such prices could 
not be expected to insure that unregu¬ 
lated milk would not be used to displace 
regulated milk for cost reasons at all 
times throughout the year. During the 
past several years and. based on present 
indications for the foreseeable future, 
unregulated plants, as well as regulated 
plants, will have some surplus milk at 
all times of the year. As a result, prices 
paid farmers are, in fact, blended prices 
made up of returns from the sale of 
milk in fluid milk outlets, as well as 
sales to the surplus or manufacturing 
market. If an unregulated plant were 
in a position to sell Its surplus milk for 
Class I use in the Cincinnati marketing 
area and maintain its own Class I out¬ 
lets. it would have n competitive advan¬ 
tage over regulated handlers who found 
it necessary to dispose of part of their 
milk as surplus. 

In the absence of a compensation pay¬ 
ment. the unregulated plant might sell 
its milk for Class I use In other markets 
at substantial handling charges when¬ 
ever fluid milk tended to be In short sup¬ 
ply. and then dispose of milk for Class 
I use in the Cincinnati market to main¬ 
tain its blend price during the season of 
flush production when Class I sales else¬ 
where were difficult to make. A plant 
which could thus keep its disposition of 
milk largely as Class I and avoid quali¬ 
fication as a pool plant would be in a 
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position to pay its fanners at a higher 
rate than that received by producers 
under the order, or it could retain the 
extra money as profits. In either case, 
however, pool milk would be at a dis¬ 
advantage relative to unregulated milk. 

Since none of these procedures pre¬ 
sents an acceptable approach to the 
problem of compensation payments, it is 
necessary to resort to a different plan. 
The only sound method of dealing with 
this problem seems to be one based on 
a recognition of the economics involved 
as they affect producers and handlers. 
This approach resolves itself primarily 
into a question of market values for milk. 

Handlers under the order seeking to 
purchase unregulated milk will naturally 
pursue the lowest cost source from which 
suitable milk is available. In fixing the 
rate of compensation payment, it is nec¬ 
essary, therefore, to determine what the 
lowest cost source may be and to base 
the payment on the difference between 
the cost of such milk and the cost of 
milk priced under the order for similar 
use. The record contains abundant evi¬ 
dence to show that producer milk sup¬ 
plies are customarily larger than the 
sales of fluid milk and other products 
required to be made from inspected milk, 
and that the excess production must be 
marketed largely as surplus milk. This 
surplus outlet represents the opportu¬ 
nity cost of the milk since it is the high¬ 
est price at vhich the milk can other¬ 
wise be sold. It is this opportunity cast 
or value of such milk which would be 
effective in determining the price at 
which the unregulated plant would sell 
such milk. The asking price of the un¬ 
regulated handier would be expected to 
be only the price which he would obtain 
if the milk were disposed of for surplus 
use. 

Since considerable volumes of milk 
which are available for sale within por¬ 
tions of the marketing area must be dis¬ 
posed of as surplus by various unregu¬ 
lated plants within a reasonable distance 
for procurement by handlers, it is evi¬ 
dent that regulated handlers under the 
order could obtain such milk at prices 
equal to or near its value as surplus milk. 
In short, the true value of this milk is 
not the uniform price paid Cincinnati 
producers, but rather the price which 
can be obtained for it in the market when 
disposed of as surplus milk. The result¬ 
ant value of producer milk displaced by 
unregulated milk also is a surplus milk 
value whether found in the plant of the 
handler buying unregulated milk ‘or in 
any other handler’s plant 

The compensation payment on non- 
pool milk, or milk products, used for 
Class I or Class n uses should be based, 
therefore, on the difference between the 
value of producer milk used for surplus 
and the applicable Class I or Class II 
price under the Cincinnati order. Ex¬ 
cept in the presence of distress condi¬ 
tions in the handling of milk within the 
miikshcd for manufacturing uses, the 
“basic formula price" based upon the 
market prices of butter and nonfat dry 
milk solids established by the order is a 
fair and economic measure of the value 
of milk In strictly surplus uses whether 
received from producers at pool plants 
or from other fanners at non-pool 
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plants. For the current flush produc¬ 
tion season the Class III price adopted 
in decision of March 19 in light of dis¬ 
tress conditions represents the reason¬ 
able value of such milk. In calculating 
the payments on non-pool milk both the 
actual use and surplus values must relate 
to and be fixed as of the point where 
the milk is first received from farmers, 
so as to be properly comparable with 
minimum class prices which always at¬ 
tach to producer milk at that level of 
marketing. No allowance should be 
made for subsequent handling charges 
and profits in this farm level comparison 
between pool and non-pool milk because 
such handling charges and profits attach 
at stages of marketing subsequent to the 
basing point to which minimum class 
prices for pool milk refer, and are in no 
way regulated by the order with respect 
to pool milk. Neither the act nor the 
order contemplates, authorizes or pro¬ 
vides for the regulation of subsequent 
handling charges or profits or the estab¬ 
lishment of uniform resale prices be¬ 
tween handlers, whether the milk be pool 
or non-pool. 

If a handler should purchase non-pool 
milk to which a compensation charge ap¬ 
plies, he ordinarily would do so because 
the cost to him of such non-pool milk, 
including the compensation payment, is 
less (or at least not greater) than the 
price he would need to pay to obtain pool 
milk. This would be so even when the 
total cost of non-pool milk exceeds the 
price of the class of use because the cost 
of obtaining pool milk ordinarily will be 
greater than the Class I price also for 
the reason that a handler of pool milk, 
when selling to another handler, will add 
charges to the class price to compensate 
for receiving, weighing, testing, cooling, 
and transshipping such milk. He also 
may have paid a premium to producers 
over minimum order prices. He will also 
add a charge for profit which may vary 
widely from time to time in accordance 
with market supply conditions. In short, 
when compensation payments apply, a 
handler will continue to have the present 
alternatives of buying either pool milk 
or non-pool milk and his decision ordi¬ 
narily will be dictated by the alternative 
which appears more favorable to him. 

It is concluded here that the rate of 
compensation payment to be applied at 
any time should be a single rate and such 
rate should be that which reasonably re¬ 
flects the value of the cheapest non-pool 
milk w r hich it is believed will be available 
at a particular time. This Is chosen as 
the standard for determining the com¬ 
pensation payment because if any milk 
is available on more advantageous terms 
than those applicable to regular supplies 
of milk, on incentive will be afforded for 
seeking—Indeed all handlers will be im¬ 
pelled to seek out—all available supplies 
of non-pool milk which may be obtained 
at the greatest possible advantage over 
pool milk, thus creating disorderly mar¬ 
keting conditions and otherwise defeat¬ 
ing the purposes of the order. 

Moreover, regulated handlers would be 
in varying degrees of disadvantage de¬ 
pending on the proportion of non-pool 
milk which they were able to obtain and 
utilize in Class I and Class n milk. 
Those handlers who were able to obtain 
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and utilize only a small proportion of 
low-priced non-pool milk would be at a 
disadvantage relative to those handlers 
who were able to obtain and utilize a 
higher proportion of non-pool milk In 
such classes. All pool handlers similarly 
situated should be treated equally in the 
procurement of their milk from produ¬ 
cers and other sources and no provision 
should be contained in an order which 
would allow some handlers to gain un¬ 
fair advantage over other handlers in 
the procurement of milk. 

By choosing a rate of compensation 
payment which reflects the cost of the 
cheapest milk which may be expected to 
be available, any advantage to Individual 
handlers relative to others, in obtaining 
such cheap milk and substituting it for 
producer milk in Class I and Class II is 
removed insofar as administratively 
possible and no handler is given the clear 
opportunity to gain an unfair advantage 
which otherwise would exist. Although 
the unfair advantage of obtaining non- 
pool milk is removed by the particular 
rate of payment herein provided, never¬ 
theless if other source milk is to be pur¬ 
chased, the incentive for purchasing the 
cheapest of such milk remains; for the 
lower the price which a handler pays for 
non-pool milk, the lower will be his total 
cost of purchasing such milk. This fol¬ 
lows from the fact that the measure of 
the compensation payment is an objec¬ 
tive one and does not depend upon the 
particular price or services associated 
with the non-pool milk. It should be 
emphasized again that the purpose of 
the compensatory charge is merely to 
remove any marked disparity in price as 
between pool and non-pool milk at the 
initial marketing level or point at which 
the pool or non-pool milk is received 
from farmers. The marketing order 
makes no effort to fix or equalize han¬ 
dling charges and profits on pool milk 
which attach subsequent to such initial 
marketing stage. It is thus to be ex¬ 
pected that some pool milk will be less 
expensive than other pool milk, as sold 
between handlers, and that some non¬ 
pool milk may be more or less expensive 
than some pool milk at the same later 
market level, even though the compen¬ 
satory charges have removed competi¬ 
tive disparities between pool and 
non-pool milk at the farmer level of 
marketing. 

It Is concluded that the compensation 
payment herein provided is not only 
incidental, but also necessary to sustain 
the classification and pricing of milk 
according to its use in the market, and 
that the rate of payment specified is 
that which is necessary and appropriate 
to accomplish this purpose. However, 
If experience proves that pooled handlers 
find it to their advantage to curtail pur¬ 
chases of producer milk in order to 
enable themselves to sell unpriced milk 
in the market at any time, then, of 
course, the rate of compensation pay¬ 
ment would need to be reexamined on 
the basis of further evidence. 

In addition to that non-pool milk 
which will enter the marketing area 
through pool plants, some non-pool milk 
may be distributed within the marketing 
area from distributing plants which are 
non-pool plants and the milk from such 


plants will be non-pool milk. The com¬ 
pensation charges applicable to non-pool 
milk disposed of In the marketing area 
from distribution plants which arc non- 
pool plants should be the same as those 
applicable to non-pool milk distributed 
from pool plants discussed above. 

Persons distributing such unpriced 
milk In the marketing area from non¬ 
pool distributing plants have the same 
opportunity to buy milk at the oppor¬ 
tunity cost level as do the operators of 
pool plants who purchase non-pool milk. 
Such milk may be purchased and dis¬ 
tributed in the marketing area. In addi¬ 
tion. however, the operator of the 
non-pool plant In all probability has 
surplus milk in his own plant which he 
would want to dispose of on any basis 
which would yield a higher return than 
the surplus value. It would be particu¬ 
larly easy to dispose of such milk for 
Class I or Class II use in the marketing 
area by bidding for large contracts such 
as hospitals, defense establishments or 
large institutions. With surplus outlets 
as the alternative, and no compensation 
payments to make, the non-pool handlers 
would have considerable incentive or 
margin to underbid the seller of regu¬ 
lated milk for such sales. A non-pool 
plant might also use such price advan¬ 
tage in selling his surplus milk to Class 
I or Class II outlets for the purpose of 
establishing a regular trade on retail or 
wholesale routes to homes and stores in 
the marketing area. To allow a non¬ 
pool plant to use its surplus milk in this 
manner for establishing a regular trade 
In the marketing area in the absence of 
compensation payments would mean 
that such plant would have a marked 
competitive advantage over regulated 
handlers selling priced milk. It would 
not be possible to stabilize the classifica¬ 
tion pricing program and allow milk to 
be distributed from non-pool distributing 
plants in the marketing area. Such cir¬ 
cumstances could readily lead to dis¬ 
orderly marketing conditions. Such 
milk therefore Is classified and priced to 
the same extent and in the same way as 
unpriced milk distributed through any 
other channels. The administrative 
feasibility of any other method of levy¬ 
ing compensation payments is substan¬ 
tially the same as that described in the 
case of unpriced milk distributed in the 
marketing area from pool plants. No 
method was presented on the record, 
however, whereby it would be feasible to 
recognize such distribution through the 
application of a different payment and 
not leave open the avenues for disposal 
of surplus milk cn route in the marketing 
area from non-pool plants as described 
heretofore in this decision. 

It is considered inappropriate also 
that any such plant distributing a small 
share of Its milk in the marketing area 
should be subject to full regulation be¬ 
cause of that small share of its milk so 
marketed. Such regulation might place 
a plant of this kind at a competitive 
disadvantage with respect to Us unregu¬ 
lated competition. In some cases a non¬ 
pool plant may be disposing of a larger 
share of its milk as Class I and doss II 
items than the average utilization for 
the market. In such cases the compen¬ 
sation payments herein provided might 
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cost the handler substantially leas than 
the equalization payments such plant 
would pay if fully regulated as a pool 
plant. In these instances the sale of 
small quantities of milk in the market¬ 
ing area would be more likely to take 
place under the use of compensation 
payments than if full regulation were 
extended to such plants. 

No compensation payments should be 
required on milk classified and priced 
under another Federal milk marketing 
order in a similar class of use. The 
minimum prices under other Federal 
orders where Cincinnati handlers might 
obtain supplemental supplies for the 
uses covered by Class I and Class II milk 
approximate the Cincinnati prices. 
Since handlers under other Federal 
orders must pay for such milk on a 
utilization basis, they would not be in 
a position to unload any surplus milk 
Into the Cincinnati market. If supplies 
should bceome available from other 
regulated markets at lesser prices, it 
might be necessary to reexamine the 
price and supply situation of the Cin¬ 
cinnati market and in the other market, 
and to give further consideration to 
measures designed to eliminate price 
disparity on milk from other Federally 
regulated markets. 

While the primary purpose of compen¬ 
sation payments is to remove any com¬ 
petitive advantage of unregulated milk 
rather than to insure producers added 
income, there nevertheless is justifica¬ 
tion for adding such money to the pro¬ 
ducer-settlement fund. It is the purpose 
of the order to insure that a sufficient 
and dependable supply of quality milk 
will be available for the fluid needs of 
the market. To the extent that Class 
I and Class n sales are displaced through 
the disposition of surplus milk from un¬ 
regulated sources, producers stand to lose 
income from the sale of milk to the mar¬ 
ket which they are expected to supply. 
This loss of income would mean that the 
full benefit of prices contemplated under 
the order would not be realized by pro¬ 
ducers. As a result, production might 
suffer, in which case consumers would 
stand to lose because of the disappear¬ 
ance of milk supplies from the regular 
and dependable sources which have as¬ 
sumed the obligation of seeing that the 
market is supplied, or Class I and Class H 
prices would have to be increased to off¬ 
set the loss of income to producers. 
There is no alternative source of depend¬ 
able milk supplies for the major portions 
of the marketing area which would cost 
consumers less over a period of time 
than the milk supplied by regular pro¬ 
ducers. Thus, there is added justification 
for returning to producers the difference 
between the value of such milk at its op¬ 
portunity cost, which would otherwise 
be its value to the seller, and the Class I 
or Class II price depending on how the 
milk Is used, since this would tend to 
offset losses sustained by producers when 
their milk was forced into a lower priced 
use. 

If producers are to develop and main¬ 
tain sources of supply as contemplated 
by the price established by the order 
under the standards set by the statute, 
they must have some assurance that 
their milk can be marketed to the Class 
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I and Class n outlets available. This 
payment Is not designed, however, as a 
means to exclude milk from the market, 
or to assure any group of producers that 
they alone will be permitted to supply 
the market. Any plant which cares to 
do so is eligible to qualify under the per¬ 
formance standards to become fully sub¬ 
ject to the provisions of the order, and 
to assume the responsibility of serving 
the market as a whole. The payment is 
not designed to enable the market to 
maintain prices above the level needed to 
insure an adequate supply of wholesome 
milk. As pointed out. anyone may join 
the pool and if prices are higher than 
necessary, it may be expected that added 
production from old and new producers 
would expand supplies beyond the levels 
required by the market. The order con¬ 
tains a provision to automatically reduce 
prices if such an increase takes place. 
The payment would not discourage asso¬ 
ciation of dependable milk supplies with 
the market but rather might be a means 
to facilitate such association in the case 
of handlers primarily in the fluid milk 
business on the fringes of the market. 

There is the further question as to 
which handler should be obligated to 
make the compensation payments. In 
the case of a non-pool plant from which 
milk is distributed on routes in the mar¬ 
keting area, only one plant would be 
involved. In the case of supplemental 
milk obtained from unregulated sources 
by pool plants, cither the buying or sell¬ 
ing plant might be assessed. From the 
standpoint of the economics involved, it 
would make no difference, since the 
amount of payment would be the same 
in both cases. If the selling plant were 
to be required to make payment, then it 
would be essential for such plant to bill 
the purchaser for milk at a rate which 
included the compensation payment. If 
the purchasing handler were to make the 
payment, then the purchase price would 
be less but the actual cost would be the 
same because of the compensation pay¬ 
ment. 

From the standpoint of administration 
and enforcement, it would be much 
easier and simpler for the pool plant 
handler to make the payment. It is the 
pool handler with whom the market ad¬ 
ministrator regularly deals. Such han¬ 
dler would be expected to know' and 
understand the terms and provisions of 
the order. He is the handler who would 
be responsible for distributing the milk 
in the regulated market. The selUng 
handler, on the other hand, might not 
be Intimately familiar with the order. 
He might not be aware until some later 
time whether a compensation payment 
would be required, and might not even 
know at the time of the sale, particu¬ 
larly if the sale took place through & 
broker, whether his milk was moved to a 
regulated market for disposition. If en¬ 
forcement proceedings were to be re¬ 
quired. it would be more convenient and 
logical to bring the case to trial in the 
area of the regulated market where the 
problem arose. 

A finding has been made in this de¬ 
cision that compensation payments are 
necessary to support and preserve the 
integrity of the classified pricing system. 
It is also determined that such payments 
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will not prohibit the marketing of milk 
or limit the marketing of milk products 
in the Cincinnati marketing area, from 
any production area of the United States. 
Such payments would be applied at a 
uniform rate at all plants regardless of 
whether located in the marketing area 
or at a distance from the marketing area. 
The value which is assigned to unpriced 
milk In calculating the compensation 
payment is the same as the value at the 
class price w'hich would be calculated 
under the order for priced milk at any 
plant, regardless of location. The rate 
of payment found to be appropriate for 
this purpose is one which recognizes 
general competitive conditions in the 
purchase and sale of regulated and 
unregulated milk. 

The quantity of milk and milk prod¬ 
ucts which may be sold does depend in 
part upon the price fixed under the order 
for the particular class of utilization. 
Such influence should not be construed, 
however, as a limitation in the sense 
intended under the act. No price can be 
fixed in any market without influencing, 
to some extent, the quantity of milk and 
milk products which may be sold from 
either regulated or unregulated sources. 

It is recognized, however, that general 
competitive conditions do not prevail in 
all cases. Each handler Is situated dif¬ 
ferently and each individual transaction 
is made under different circumstances. 
It is not possible, however, to adjust 
prices or payments to individual circum¬ 
stances or transactions. Such an indi¬ 
vidual approach would not bo 
administratively, or economically, feasi¬ 
ble. Compensatory payments must 
therefore be applied at a definite, and 
certain, rate applicable to all handlers 
similarly situated. No single rate of 
payment can be determined, however, 
which would result In complete equality 
of cost to all handlers. Consequently, 
instances will undoubtedly arise which 
will appear to indicate that the objec¬ 
tives of the compensatory payment are 
not being achieved in particular cases. 
In these cases the payments required 
may sometimes seem harsh. 

It is necessary in seeking an overall 
solution to problems of this nature to 
adopt provisions which will be as rea¬ 
sonable and liberal as possible, and at 
the same time will still guarantee the 
integrity of regulation. To provide in¬ 
adequate payments would leave the door 
open to practices which would render the 
program ineffective. Transactions in 
milk arc entirely at the option of han¬ 
dlers. They arc free to complete only 
those transactions which are advanta¬ 
geous to themselves. Order provisions 
must recognize this fact. They must 
recognize, also, that the varying condi¬ 
tions under which milk transactions oc¬ 
cur give rise to great complexity and to 
some doubtful circumstances. Where 
marginal problems arise, they must be 
resolved in favor of producers under the 
order, otherwise the advantage may go 
to unregulated milk and to dealers and 
farmers who are not required to abide by 
any rules of procedure in price making. 

Unless compensatory charges are pro¬ 
vided, much other source milk which 
would not have entered the marketing 
area in the absence of the marketing 
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order would be Induced to enter It and 
be used In the higher valued uses solely 
because of the competitive advantage 
created for it by the pooling and pricing 
of producers* milk under the order. The 
compensatory charges counterbalance, 
compensate for. and remove this artifi¬ 
cial incentive favoring other source milk 
thus created by the very fact that an 
order exists. Without such charges the 
order would tend to limit and reduce the 
marketing area sales of pool milk below 
the quantities which would have been 
sold in the absence of a marketing order, 
by favoring other source milk thus sold 
and utilized. The balancing compensa¬ 
tory charge removes such unnatural 
limitations on pool milk sold in the mar¬ 
keting area which would thus result 
from Us class pricing under the order. 
The net effect is to restore insofar as 
possible the balance between milk from 
regular sources and such milk from other 
sources which would have existed under 
strictly competitive conditions. 

The present order contains a defini¬ 
tion of "emergency milk** which is other 
source milk received by a handler "under 
a permit to receive such milk issued to 
him by an appropriate health authority 
during months when receipts of pro¬ 
ducer milk or skim milk are less than 
120 percent of such handler's Class I 
utilization of milk or skim milk, respec¬ 
tively.** The record Indicates that sub¬ 
stantial difficulty would be encountered 
in distinguishing other source milk of an 
emergency nature and that which enters 
the marketing area as a steady source 
of supply. In view of prospective supply 
conditions and the extent to which emer¬ 
gency milk receipts have dwindled, it 
does not appear necessary to provide 
special provisions governing the alloca¬ 
tion of emergency milk to the various 
classes. For these reasons the definition 
of emergency milk and related references 
thereto arc deleted from the order. It is 
provided, however, that the compensa¬ 
tion payment should not be required for 
any month when the combined utilization 
of Class I and Class n milk is 90 percent 
or more of prod ueer milk receipts. Thus, 
handlers should not find it difficult as far 
as order provisions are involved, to pro¬ 
cure supplemental milk in a shortage 
situation. 

As a corollary change in order provi¬ 
sions 5 965.74, which provides for an 
administrative assessment, has been 
modified to provide for an assessment for 
administration on milk from other 
sources as well as milk received from 
producers. It is provided elsewhere in 
this decision that milk from other than 
regulated, or pool, plants will be subject 
to a compensatory payment when used 
as Class I or Class II milk. The market 
administrator will be required to verify 
the disposition of milk from such sources 
as well as that of producer milk. There¬ 
fore. it is appropriate that other source 
milk, as well as producer milk, should 
bear a proportionate share of the ad¬ 
ministrative cost. A charge on other 
source milk used as Class I or Class II 
milk will reasonably apportion among 
all handlers the expenses of order ad¬ 
ministration. 
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(2) Location adjustments should be 
adopted at pool plants as defined in 
$965.7 (c). 

Producer groups proposed the Intro¬ 
duction of location differentials to be 
applicable to Class I milk and to pay¬ 
ments to producers at plants located at a 
distance from the marketing area which 
are pool plants pursuant to the condi¬ 
tions of $965.7 <c) • 

At the time the Cincinnati order 
was promulgated, the market supply of 
milk was delivered in its entirety to 
plants from which routes (as defined in 
the order) were operated. Such plants 
are defined currently in the order as 
"fluid milk plants" under $ 965.6 and all 
are located within or near the marketing 
area. In recent years the mllkshcd has 
been expanded and the market pool now 
reflects supplies of producer milk re¬ 
ceived at plants which are at substantial 
distances from the marketing area, be¬ 
yond what was. or is now. the periphery 
of the area from which milk supplies are 
shipped directly from farms to fluid milk 
plants. 

The pricing provisions of the order, 
which are designed to reflect the value 
of milk as received and utilized at fluid 
milk plants, have not been revised to 
provide any differentiation in producer 
prices between such plants and supply 
plants located at a considerable distance 
so that the prices paid by handlers for 
Class I milk and the minimum uniform 
prices required to be paid to producers 
arc established on the same basis at all 
plants at which producer milk is re¬ 
ceived. Thus, a producer delivering milk 
to a plant which may be located 75 miles 
from the market receives the same price 
for the same test of milk as a producer 
delivering to a city plant in Cincinnati. 
In the former case, however, the pro¬ 
ducer has paid for only a portion of the 
hauling cost involved in moving his milk 
to market while the latter producer pays 
the full cost of such transportation. 

In order to reflect prices to producers 
which arc based upon their respective 
locations and the relative costs of moving 
milk from farms in various segments of 
the mllkshcd to the market, it is con¬ 
cluded that a location differential should 
be adopted. The closest of the pool 
plants currently qualified under 8 965.7 
(c) is located in Kentucky about 55 miles 
from Cincinnati while the other two. lo¬ 
cated in Ohio, are approximately 70 and 
85 miles distant, respectively. The bulk 
of the direct-shipped milk is drawn from 
distances less than 40 miles from Cin¬ 
cinnati. Record data indicate that the 
cost of moving milk by tank truck to 
the city from the plant which is approxi¬ 
mately 70 miles distant is 20 cents per 
hundredweight. The prevailing hauling 
rate from farms to such plant is 40 cents 
per hundredweight. Thus, the total rate 
of hauling in connection with producer 
milk obtained through this source is 60 
cents per hundredweight. This figure 
may be compared with an average coat 
of hauling service approximating 45 
cents per hundredweight with respect to 
direct-shipped milk received from coun¬ 
ties in Ohio north and east of Cincinnati, 
in the same general direction as the Ohio 


plant referred to above. The cost of 
hauling service incurred in making pro¬ 
ducer milk available to the market 
through such plant is. therefore, about 
15 cents per hundredweight higher than 
in the case of milk direct-shipped from 
farms to city plants. If prices to pro¬ 
ducers at such distant plant are to reflect 
their location disadvantage as compared 
with near-by producers, based upon the 
cost of moving the milk to market as 
shown by the record, a location differen¬ 
tial of 15 cents per hundredweight 
should be established with respect to 
such milk. For the same reasons a simi¬ 
lar differential should be applied to milk 
at the other two pool plants under con¬ 
sideration or at any additional reserve 
plants which may enter the market. In 
view of the respective distances involved 
and apparent lack of substantial varia¬ 
tion in the costs of moving milk such 
respective distances within the milk- 
shed, it Is concluded that the same rate 
of location differential would be appro¬ 
priate for all reserve plants located 45 
miles or more from the City Hall in Cin¬ 
cinnati by shortest highway distance. 

Because of the fact that the market 
must draw on the reserve supply plants 
in certain months of the year in order 
to have a sufficient quantity of milk for 
Class I and Class II milk requirements 
the order should allow for the cost of 
transporting milk for such uses when 
needed to supplement direct-shipped 
supplies. The handler so transporting 
milk should be allowed a credit from the 
producer-settlement fund at a similar 
rate with respect to the quantities actu¬ 
ally moved as whole milk or fluid skim 
milk which arc necessary for Class I and 
Class II requirements. The credit to be 
allowed should be limited in this manner 
since otherwise the returns to producers 
generally would be reduced unneces¬ 
sarily. It is provided, therefore, that 
Class I and Class II milk at the trans¬ 
feree fluid milk plant shall be assigned 
first to direct-shipped milk and to the 
extent that direct-shipped milk will sat¬ 
isfy the requirements no differential 
should apply. 

(3) The seasonal limitations on the 
supply demand adjustment should be 
revised. 

A proposal submitted by producers at 
the hearing would change the •‘contra- 
seasonal** price limitation on the Class 
I and Class n price differentials during 
the months of flush production. Under 
the proposal the Class I and Class II 
price differentials in May. June, and July 
could be no higher than the April dif¬ 
ferentials for such classes and the cur¬ 
rent limitations on the August and Sep¬ 
tember differentials would be removed. 

Proponents claimed that the present 
maximum limitation provisions prevent 
the supply-demand adjustment from re¬ 
flecting during July, August, and Sep¬ 
tember price increases which may be 
appropriate on the basis of market con¬ 
ditions and that the maximum level for 
such months should not be determined 
by the level in effect during a month 
when production normally is larger sea¬ 
sonally. It was contended also that the 
prices for May, June, and July might 
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properly be set at a level equivalent to 
that effective for a month such as April 
when the production level is comparable 

seasonally. 

The order contains a provision which 
prevents the supply-demand adjustment 
from reflecting In the December-Febru¬ 
ary period any decrease in the Class I 
and Class II price differentials below* 
the level of the preceding November In 
addition to the provision for a maximum 
limitation In July. August, and Septem¬ 
ber. Adoption of the proposal to revise 
the maximum limitation suggests con¬ 
sideration of a corollary change in the 
minimum limitation. IX such a change 
had been In effect in the past, somewhat 
lower prices would have prevailed in the 
December-February period. 

The proposed revision, as well as the 
present provision, would require that the 
pricing of milk for a current month 
such as July be tied to a level based 
upon the supply-demand relationship 
which existed as much as five months 
previously (since the April level Is based 
upon January-February data). 

The merit of the supply-demand ad¬ 
justment is. of course, its ability as a 
gauge of the current situation. It has 
been determined that the best reflection 
of the current supply-demand condition 
can be ascertained from data reflecting 
changes in supply and demand which 
occur during the second and third 
months preceding the current month. 
To go back as much as five months with 
a seasonal limitation would be to ignore 
any significant change in conditions oc¬ 
curring during the intervening period. 
This would be In conflict with the prin¬ 
ciple of making price adjustments 
promptly and responsively upon recent 
changes in marketing conditions. 

At the present time the maximum and 
minimum seasonal limitations have a re¬ 
stricting effect upon price movements 
during six months out of twelve. Thus, 
by its present terms, the supply-demand 
adjustment is prevented from responding 
quickly to changing conditions during 
one-half of each year. In order that the 
supply-demand adjustment may better 
serve its intended purpose the number of 
months affected by the maximum and 
minimum limitations should be reduced. 
Although the most responsive operation 
of the adjustment provisions would c&U 
for complete removal of the limitations, 
there have been certain occasions in the 
past when a contra-seasonal price 
change between May and June has taken 
place although milk supplies always have 
been more than adequate during these 
months of high seasonal production. By 
the month of July, however, the seasonal 
trend in supply customarily changes 
sufficiently to warrant removal of the 
limitation. Also, since the January pro¬ 
duction level generally does not gTcatly 
exceed the average for the short produc¬ 
tion months of October through Decem¬ 
ber. the price differential for such month 
may reasonably be prevented from de¬ 
creasing below the December level. The 
level of price reached in December allows 
for and should reflect the full impact of 
the fall weather factor on pasture feed 
‘>ince the adjustment for such month is 
based upon supply-demand data for Sep¬ 
tember and October and barn feeding 
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ordinarily is started by November 1. In 
February production begins to show a 
marked increase seasonally, it is con¬ 
cluded, therefore, that the maximum 
limitation should be restricted to June at 
the May level and the minimum limita¬ 
tion should be restricted to January at 
the December level. 

(4) The basis for qualifying pool 
plants under t 9(35.7 (c) should not be 
revised at this time. 

A proposal was made to require any 
operator of a pool plant qualifying under 
l 965.7 (c) to accept during the flush 
production months a certain minimum 
quantity of milk for disposition as well as 
to ship to fluid milk plants a minimum 
quantity (not loss than an amount equal 
to 1 percent of the market utilization as 
Class I milk) in the months of relatively 
short production. Unless both require¬ 
ments were met. such a plant would be 
eliminated from the market pool and 
the milk handled would become other 
source milk upon entry into a fluid milk 
plant. 

Although the disposition of reserve 
milk is an important aspect of the total 
marketing problem in the Cincinnati 
marketing area and reserve plants should 
not be permitted to escape an appropriate 
share of responsibility for such dis¬ 
posal. it appears doubtful that the pool 
plant provisions should be raodifled at 
this time. Three alternative methods 
of providing for the orderly disposition 
of reserve milk were discussed in the 
record. These were (1) the reduction 
of Class in and Class IV prices, (2) the 
introduction of a '‘cooperative service" 
payment, and (3) the adoption of a 
“base-rating" plan. 

It may be expected that any require¬ 
ment on pool plants to handle reserve 
milk in the flush production months 
necessarily would have to be developed 
in light of the reasonableness of the 
prices for the classifications Involved. 
It appears that the level of Class III and 
Class IV milk prices adopted by the April 
1 amendment to the order will result in 
the orderly marketing of reserve milk 
supplies for the flush production months 
of 1954. In view of the fact that the 
most appropriate long-term method of 
dealing with the general problem of han¬ 
dling reserve milk requires further crys¬ 
tallization of thinking by various inter¬ 
ested parties, it is concluded that the 
pool plant requirements should be con¬ 
tinued on the present basis. 

A proposal was made to consider ship¬ 
ments of skim milk in fluid form as well 
as whole milk In determining whether 
a pool plant under 5 965.7 (c) has met 
the delivery requirements established by 
such provision. Since the market relies 
upon substantial shipments of skim milk 
as well as milk from such pool plants 
for Class I uses in the fall months, it 
is concluded that skim milk shipments 
should be counted for this purpose. 

(5) Certain revisions of the classifica¬ 
tion provisions should be made. 

The order currently provides (5 965.43 
(b)) that in months other than April. 
May, June, July, and August the market 
administrator shall assign milk, skim 
milk or cream transferred to a nonpool 
plant to the highest-valued use classi¬ 
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fication in the plant of the receiver. A 
proposal was made to remove this re¬ 
quirement. thus permitting handlers to 
dispose of milk to nonpool plants in 
Class III or Class IV milk in any month 
upon the furnishing to the market ad¬ 
ministrator of a signed statement by 
buyer and seller that such transfer was 
so used, subject to verification by the 
market administrator. 

Cincinnati producers have first call 
upon the highest valued uses in the pool 
plants of Cincinnati handlers. When 
milk is received at pool plants from 
sources other than producers or other 
handlers it is required to be allocated to 
the lowest-valued uses to the extent they 
are available since such shipments of 
other source milk usually are sporadic 
and do not represent a part of the regu¬ 
lar and dependable source of supply for 
the marketing area. However, in most 
cases when producer milk is disposed of 
to a nonpool plant it, rather than the 
non-producer milk at such plant, be¬ 
comes the sporadic, or intermittent, sup¬ 
ply. It may not be relied upon to sat¬ 
isfy markets for the milk or milk prod¬ 
ucts ordinarily processed at the non¬ 
pool plant. For this reason producer 
milk should not gain the highest-valued 
uses in nonpool plants except when the 
regular, non-producer supplies are insuf¬ 
ficient to satisfy such uses, or it is im¬ 
possible for the market administrator to 
verify the disposition of the transfer. 
Unless a manufacturing disposition of 
such milk Is made possible, it may be 
difficult to find adequate outlets for the 
seasonal excesses of the market On the 
other hand producer milk should have 
equal consideration with non-producer 
milk in the most advantageous manufac¬ 
turing uses, particularly because of the 
acceptability of producer milk for ice 
cream use in outside markets, and there¬ 
fore. it should not be allocated to Class 
IV milk until it Is shown that there is no 
outlet in Class III milk products. It is 
concluded that such transfers should be 
classified as Class in milk to the extent 
the products of Class III milk are pro¬ 
duced in the unregulated plant. 

One exception to the above classifica¬ 
tion of transfers should be made, how¬ 
ever. In view of the proximity of a 
number of nearby unregulated plants 
from which fluid milk is distributed 
within Campbell and Kenton Counties, 
Kentucky, adjacent to the Cincinnati 
marketing area, the order should provide 
for the assignment of transfers to any 
such plant to the highest use classifica¬ 
tion in the plant. The dosc association 
of market supplies for the two Kentucky 
counties and those for the Cincinnati 
market was outlined in the February 19* 
1954, decision on this record in connec¬ 
tion with the adopted change in the defi¬ 
nition of producer. It was indicated in 
such decision that the Cincinnati pool 
should not be required to support extra 
reserves of milk for such outside markets. 
In the absence of the type of provision 
referred to it could develop that Cincin¬ 
nati producers would furnish milk, per¬ 
haps unknowingly, for fluid disposition 
In such counties without proper compen¬ 
sation. Assignment of milk as provided 
will avoid this circumstance. 
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The definition of Class Hr milk In¬ 
cludes, among other Items, milk dis¬ 
posed of as “commercially manufac¬ 
tured candy/* It was proposed that this 
term be broadened to include .any 
“commercially manufactured food prod¬ 
uct/* There appears to be no substantial 
reason for distinguishing the classifica¬ 
tion of milk used in the production of 
candy from that used in producing other 
food products outside the category of 
milk products. Inspected milk is not 
required in the processing of such food 
products. However, since such products 
require a source of milk supply on a 
year-around basis and uninspected milk 
may be used to satisfy such outlets, 
including commercially manufactured 
candy and margarine, they are not proper 
markets for Inspected producer milk at 
surplus prices in all months. Surplus, 
or manufacturing, prices should be ap¬ 
plied to producer milk only when a 
market is needed for milk in excess of 
disposition in the products for which 
inspected milk is required. Fairly large 
quantities of milk are available seasonally 
for manufacturing in the months of 
March through August of each year. To 
the extent that manufacturers of food 
products can utilize producer milk dur¬ 
ing such months, it is appropriate to 
price such milk at a level which will make 
this outlet available to producers. How¬ 
ever, to provide supplies for such uses 
at manufacturing milk prices in the sea¬ 
son when production is seasonally low 
would not encourage the flow of milk to 
those uses which require an inspected 
supply and thus might tend to prevent 
producers from receiving a price based 
upon the real value of their milk when 
needed to supply the regular fluid needs 
of Cincinnati milk handlers. Therefore. 
It is concluded that producer milk should 
be made available for commercial food 
manufacture at surplus milk prices dur¬ 
ing the months of March through August 
only. 

Another change suggested would re¬ 
classify milk used to produce “sour 
cultured cream’* from Class n milk to 
Class HI milk. Milk used for this pur¬ 
pose is classified at present in the same 
class as milk for sweet cream. Local 
health regulations require that sour 
cream be made from milk produced and 
handled in full compliance with these 
regulations—the same quality of milk as 
is required for cream for fluid consump¬ 
tion. The only available source of milk 
of this quality has been from producers 
ns defined in the Cincinnati order, except 
in times of milk shortages when health 
authorities have permitted limited 
amounts of other milk to be used for 
short periods of time for this and other 
fluid uses. Thus, the market require¬ 
ments for milk for sour cream are regu¬ 
larly supplied with producer milk. This 
use of milk should carry its share of the 
burden of maintaining producer milk 
supplies at a level sufficient to meet mar¬ 
ket requirements. It is concluded that 
the classification and pricing of milk 
used in the manufacture of sour cultured 
cream should not be changed. 

It was proposed further that milk used 
to produce cheddar cheese be reclassified 
from Class HI mUk to Class IV milk, I. e. # 
to be classified for pricing purposes in 
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the same class as milk for butter. The 
principal basis for a Class IV classifica¬ 
tion in the Cincinnati order is the fact 
that a number of handlers with city 
plants do not have manufacturing fa¬ 
cilities and when burdened with milk in 
excess of their fluid needs must separate 
the milk and ship the resulting cream to 
butter manufacturers. Such classifica¬ 
tion therefore represents a method of 
providing partial price relief to handlers 
in this position who have the relatively 
difficult problem of disposing of reserve 
milk in small quantities. The Class IV 
price differs, of course, from the Class H 
price by only the manufacturing margin 
allowed for the processing of cream into 
butter. 

However, cheddar cheese Ls not manu¬ 
factured from milk handled in this man¬ 
ner. Only one handler in the market is 
engaged in the manufacture of cheddar 
cheese. Such cheese is made at a non¬ 
pool plant operated adjacent to a pool 
plant at a country location. Most pro¬ 
ducer milk disposed of for cheese manu¬ 
facture at this plant mny be directed to 
the plant while cn route from the farm. 
It is concluded that the Class HI price is 
an appropriate measure of such value 
during the season of the year when some 
producer milk must find an outlet in 
cheese manufacture. For other seasons 
the Class HI price is established at a 
level which will encourage the disposi¬ 
tion of milk In higher-valued uses than 
cheese manufacture. 

It was proposed further that any han¬ 
dler be permitted to transfer milk In 
farm delivery containers to another han¬ 
dler, subject to the approval of the mar¬ 
ket administrator. The free movement 
of milk in tills manner would enable the 
handler, in some circumstances, to avoid 
the application of producer location ad¬ 
justments. However, a provision which 
will avoid this result and yet will assist 
to expedite the physical handling of 
milk is desirable. It is concluded, there¬ 
fore. that such transfers should be per¬ 
mitted between fluid milk plants but not 
between a fluid milk plant and any other 
plant which is a pool plant pursuant to 
§965.7 <c). 

(6) The butterfat differentials for 
Class I and Class II milk and the butter- 
fat differential to producers should be 
revised. 

A proposal was made to establish a 
butterfat differential to producers “equal 
to the weighted average of differentials 
paid by handlers. 

The producer butterfat differential re¬ 
sulting from the present order has been 
$0.07 per point (Mo of 1 percent) of but¬ 
terfat above and below 3.5 percent since 
November 1952. During the years 1949- 
1953 the price of butterfat as represented 
in the butterfat differential bore a rela¬ 
tionship to the price of 93 score butter 
at Chicago ranging from 102.7 to 109.8 
percent of such butter price, or. after 
giving consideration to manufacturing 
overrun, less than its value if used as 
butter (Class IV milk). 

Review of the uniform price computa¬ 
tions as announced monthly by the mar¬ 
ket administrator since the beginning of 
1953 (official notice of which is taken) 
indicates that milk testing 3.5 percent or 


under delivered by producers would sat¬ 
isfy the aggregate requirements of but¬ 
terfat for Class I. Class H. and Class III 
milk, which classes embrace all the prod¬ 
ucts requiring inspected milk. For ex¬ 
ample, the weighted average butterfat 
tes^s of these classes combined was ap¬ 
proximately 2.8 percent in May 1953 
while in December last year it was about 
3.2 percent. These data suggest that 
while some butterfat in excess of 3.5 
percent is utilized in fluid cream in Clos.s 
n milk, from the standpoint of fixing 
minimum prices for milk the value 
which attaches to butterfat in producer 
milk testing over 3.5 percent is a surplus 
value. 

It may be noted from the same data 
that of the butterfat over 3.5 percent, 
used In any class in Mny 1953, 9.9 per¬ 
cent was utilized in Class II milk tuid 
90.1 percent in Class IV milk. Class I 
and Class in milk both tested under 3.5 
percent in butterfat. In December 
1953, a month when the butterfat test 
was high seasonally but production was 
relatively low, 25.7 percent of the butter¬ 
fat over 3 5 percent in any class was 
utilized in Class H milk and 74.3 percent 
of such butterfat was utilized In Class 
IV milk. As in the high production 
month of May. both Class I and Class III 
milk tested under 3.5 percent in butter- 
fat. Even if it is avsumed that the pro¬ 
ducer butterfat differential should re¬ 
flect the fact that Class H and Class IV 
milk contain more than 3.5 percent 
butterfat and a weighted average value 
of butterfat is computed by weighting 
the additional butterfat by the respec¬ 
tive butterfat differentials for such 
classes, the computed differential for 
May 1953 would be $ 0749 while for De¬ 
cember 1953 such weighted average dif¬ 
ferential would be $.0881. For the same 
months the Class HI butterfat differ¬ 
entials were $.0781 and $.0854. respec¬ 
tively. Thus, computed on the above 
basis the weighted average use value of 
butterfat over 3.5 percent in May a year 
ago was slightly less than the value ex¬ 
pressed by the Class IH butterfat differ¬ 
ential for such month. For December 
1953 the weighted average value so com¬ 
puted was slightly higher than the actual 
butterfat differential for Class HI milk, 
the principal use class for butterfat in 
excess of fluid needs, and on a yearly 
average basis would approximate the 
level of the Class HI butterfat differ¬ 
ential 

It appears, therefore, that on an an¬ 
nual average basis the Class HI butter¬ 
fat differential as provided for in the 
order would provide a simple but reason¬ 
able gauge of the value of butterfat over 
3.5 percent in milk delivered by pro¬ 
ducers. Through the medium of the 
uniform price computed on a 3.5 per¬ 
cent butterfat basis, of course, product : * 
of high test milk share equivalently with 
other producers who deliver milk testing 
up to 3.5 percent in butterfat in the 
classification values of skim milk and 
butterfat. It is concluded that the 
butterfat differential to be used in con¬ 
nection with uniform price adjustments 
for butterfat should be the same as the 
butterfat differential to handlers for 
Class m milk. 
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In a decision on the same record Issued 
March 19. 1954, official notice of which 
is taken, it was concluded that the basis 
for computing the butterfat differentials 
for Class HI and Class TV milk should be 
revised in order to improve their accu¬ 
racy as reflectors of the value of butter- 
fat over 3.5 percent used In such classes. 
This revision resulted In slight reduc¬ 
tions in the differentials for these 
classes. In order to maintain a reason¬ 
able relationship between the butterfat 
differentials for Class III and Class IV 
milk and those for Class I and Class II 
milk, it is concluded that the Class I and 
Class II butterfat differentials should be 
established at a level $.01 per point above 
the Class in butterfat differential. 

In view of the test of Class II milk 
(8 28 percent in February 1954), the re¬ 
duced differential for such class could 
reduce the net uniform price to pro¬ 
ducers as much as 2 to 3 cents per hun¬ 
dredweight. The effect of the revised 
Class I differential on the Class I price 
would be slight, with no appreciable re¬ 
duction In the uniform price to be ex¬ 
pected from this source. However, the 
present differentials for Class I and Class 
H milk tend to discourage a greater use 
of butterfat in these higher-valued uses. 
An increase of less than Vi of 1 percent 
in the use of butterfat In Class I would 
offset any decrease in the uniform price 
resulting from the lower butterfat differ¬ 
ential for Class n milk. The lower but¬ 
terfat differential for Class H milk also 
might encourage, of course, a greater 
disposition of butterfat in such class. 
An increased use of butterfat In Class I 
and Class H uses, even at the slightly 
lower rates, would Increase the net re¬ 
turn to producers if the alternative use 
U In Class IH or Class IV milk at manu¬ 
facturing values. 

General finding t. (a) The proposed 
marketing agreement and the order, as 
amended, and as hereby proposed to be 
further amended, and all of the terms 
and conditions thereof will tend to effec¬ 
tuate the declared policy of the act: 

<b> The parity prices of milk as deter¬ 
mined pursuant to section 2 of the act 
are not reasonable in view of the price of 
feeds, available supplies of feeds and 
other economic conditions which affect 
market supply and demand for milk in 
the marketing area, and the minimum 
prices specified in the proposed market¬ 
ing agreement and the order, as amend¬ 
ed. and as hereby proposed to be further 
amended, are such prices as will reflect 
the aforesaid factors, insure a sufficient 
quantity of pure and wholesome milk 
and be in the public Interest: and 

(c) The proposed order, as amended, 
and as hereby proposed to be further 
amended, will regulate the handling of 
milk in the same manner as, and will be 
applicable to persons In the respective 
classes of Industrial and commercial 
activity specified In. a marketing agree¬ 
ment upon which a hearing has been 
held. 

Rulings on proposed findings and con¬ 
ditions. Briefs w'ere filed on behalf of 
producers and handlers. The briefs con¬ 
tained statements of fact, proposed find¬ 
ings and conclusions, and arguments 
with respect to the provisions of the pro¬ 
posed amendments. Every point covered 
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In the briefs was carefully considered 
along with the evidence In the record in 
making the findings and reaching the 
conclusions hereinbefore set forth. To 
the extent that the findings and con¬ 
clusions proposed in the briefs are 
inconsistent with the findings and con¬ 
clusions contained herein, the request to 
make such findings or to reach such con¬ 
clusions is denied on the basis of the 
facts found and stated in connection 
with the conclusions in this recom¬ 
mended decision. 

Recommended marketing agreement 
and amendments to the order . The fol¬ 
lowing amendments to the order, as 
amended, are recommended as the de¬ 
tailed and appropriate means by which 
the foregoing conclusions may be car¬ 
ried out. The recommended marketing 
agreement Is not included in this deci¬ 
sion because the regulatory provisions 
thereof would be identical with those 
contained in the order, as amended, and 
as hereby proposed to be further 
amended: 

1. Delete from § 965.7 (c) the phrase 
"an amount of milk’* and substitute 
therefor the phrase “an amount of milk 
or skim milk in fluid form." 

2. Delete § 965.11 in its entirety. 

3. Delete §965.30 (a) (2) and renum¬ 
ber subparagraphs <3>, (4), (5), and (6) 
of such paragraph as subparagraphs (2), 
(3> (4>, and (5). 

4. Delete from § 965.41 fa) (4) the 
words “and emergency milk." 

5. Delete from § 965.41 <b> the phrase 
“cream for consumption as cream'* and 
substitute therefor the phrase “cream 
for consumption as sweet cream and as 
sour cultured cream." 

6. Delete § 965 41 (c) and substitute 
therefor the following: 

(c) Class IH milk shall be all milk and 
skim milk: 

(1) Disposed of as plain, or sweetened, 
condensed and evaporated milk, spray 
and roller process non-fat milk solids, 
animal feed, cheese (including cottage 
cheese), eggnog, whipped cream, and 
whipped cream substitutes: 

(2) Disposed of in bulk during any of 
the months of March through August, 
inclusive, as milk, skim milk or cream, to 
any commercial food processing estab¬ 
lishment where food products arc pre¬ 
pared only for consumption off the 
premises; 

(3) Used to produce Ice cream, ice 
cream mix. frozen cream, and frozen 
desserts: 

(4) Dumped and spilled: 

(5) In Inventory variations: and 

(6) All shrinkage of butterfat up to 
2.5 percent of butterfat in milk received 
other than receipts from pool plants. 

7. Delete from the proviso of § 965.43 

(a) the words “or emergency milk." 

8. Replace the period (.) at the end 
of § 965.43 (a) with a colon <:> and add 
the following proviso: “Provided further. 
That milk may be transferred in farm 
delivery containers from one pool plant 
to another under the conditions of this 
paragraph if both such plants are fluid 
milk plants pursuant to § 965.6 “ 

9. Delete the second proviso in § 965,43 

(b) and substitute therefor the follow¬ 
ing: “And provided further. That If the 
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preceding proviso applies, the market 
administrator, shall assign milk, skim 
milk or cream so transferred to: (l) The 
highest use classification in the plant of 
the receiver if the transfer Is to a plant 
located in Campbell County or Kenton 
County, Kentucky, from which a 
route(s) as defined In §965.5, Is oper¬ 
ated, and (2) the uses covered by Class 
IH milk to the extent available prior to 
the assignment of any such transferred 
quantity in sequence to Class IV milk. 
Class II milk and Class I milk if the 
transfer is to any other plant which is 
not a pool plant." 

10. Delete § 965.44 (b) and substitute 
therefor the following: 

(b) Prorate the resulting amounts 
among the receipts of butterfat In (1) 
producer milk. (2) milk received from 
other pool plants, and <3) milk received 
from ail other sources. 

11. Delete from § 965.46 (b) the words 
"and in emergency milk" and substitute 
therefor the words “and from all other 
sources except a pool piont(s>." 

12. Delete from § 965.46 (c) the word 
“handlers" and substitute therefor the 
words “pool plants." 

13. Delete from § 965.46 <d) the words 
“except emergency milk." 

14. Delete § 965.46 <f) and renumber 
paragraph "(g)" of such section as para¬ 
graph “(f)." 

15. Delete the proviso of § 965.51 (a> 
(3) and substitute therefor the follow¬ 
ing: “ Provided, That the Class I differ¬ 
ential adjusted pursuant to this sub- 
paragraph for the month of June shall 
not be higher than such adjusted dif¬ 
ferential for the immediately preceding 
month of May: and that the Class I dif¬ 
ferential adjusted pursuant to this sub¬ 
paragraph for the month of January 
shall not be less than the adjusted dif¬ 
ferential for the immediately preceding 
month of December." 

16. Delete § 965.52 and substitute 
therefor the following: 

§ 965.52 Butterfat differentials to han¬ 
dlers , If the weighted average butterfat 
test of producer milk which is classified 
in any class, respectively, for any han¬ 
dler, is more or less than 3.5 percent, 
there shall be added to. or subtracted 
from, as the case may be, the price for 
such class, for each point (one-tenth of 
one percent) that such weighted average 
butterfat test is above or below 3.5 per¬ 
cent. a butterfat differential calculated 
by the market administrator as follows: 
For Class I and Class II milk, respec¬ 
tively. add 1 cent per point to the butter¬ 
fat differential computed below in tills 
section for Class IH milk. For Class 
in milk and Class IV milk subtract $5.50 
from the average price per hundred 
pounds of butter as described in § 965.51 

(c) <1> (i>, multiply by 1.2. subtract 
therefrom the amount per hundred¬ 
weight computed pursuant to § 965.51 
(c) (1) Ui>. and divide the result by 
1000: Provided . That beginning with 
September l v 1954. the butterfat differ¬ 
ential for Class HI milk shall be com¬ 
puted as follows: Multiply by 1.2 the 
average price per hundred pounds of 92- 
score butter as described in § 965.50 <b) 
(1), subtract therefrom the price per 
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hundredweight computed pursuant to 
( 065.50 (b) (2), and divide the result by 
1000; and beginning with such date the 
butterfat differential for Class IV milk 
shall be computed as follows: subtract 
$5.00 from the average price per hundred 
pounds of 92-score butter as described in 
5 965.50 (b) 11), multiply by 1.2, subtract 
therefrom the price per hundredweight 
pursuant to 9 965.50 (b) (2), and divide 
the result by 1000. 

17. Add the following 5 965.53: 

9 965.53 Location differentials to han- 
dlers . In computing the value of each 
handler's milk pursuant to 5 965.60, a 
location differential of 15 cents per hun¬ 
dredweight shall be credited to the han¬ 
dler with respect to each hundredweight 
of producer milk received at a pool plant 
located more than 45 miles by shortest 
highway distance, as determined by the 
market administrator, from the City 
Hall in Cincinnati, Ohio, and classified 
as Class I milk and Class n milk: Pro¬ 
vided, That upon the transfer of milk 
from such a plant to a fluid milk plant, 
the quantity of Class I milk and Class II 
milk on which such differential may be 
allowed shall not exceed the difference 
between the sum of Class I and Class II 
milk utilization and the total receipts of 
producer milk at the transferee plant 

18. Delete S 965.60 and substitute 
therefor the following: 

5 965,60 Computation of value of milk 
for each handler . For each month the 
value of milk received at a pool plant(s) 
by each handler, and of milk diverted by 
a cooperative association under the con¬ 
ditions of 5 965.9 <b). shall be a sum of 
money computed by the market admin¬ 
istrator by multiplying the hundred¬ 
weight of such milk received and classi¬ 
fied in each class by the applicable class 
price, subject to the butterfat differential 
for such class provided in 5 965.52 and the 
location differential credits, if any. ap¬ 
plicable pursuant to { 965.53, and adding 
the amounts resulting from the following 

computations: 

(a) Multiply the hundredweight of 
butterfat subtracted pursuant to 5 965.46 
<f) by the price for the applicable class 
adjusted by the butterfat differential for 
such class, and 

<b) Multiply the hundredweight of 
milk and butterfat subtracted from 
Class I milk and Class II milk pursuant 
to 5 965.46 (d) (but not Including any 
such milk and butterfat received from 
a plant regulated under a marketing 
agreement or order issued pursuant to 
the act for another fluid milk marketing 
area) by the difference between the price 
for the class from which subtracted, ad¬ 
justed by the butterfat differential for 
such class (based on the butterfat test 
of the milk subtracted), and the price 
computed pursuant to 5 965.50 <b) ad¬ 
justed to the same test by the Class III 
butterfat differential (5 965.52): Pro- 
vided. That for each month prior to 
September 1954, the price of Class III 
milk computed pursuant to 5 965.51 (c) 
shall be used In lieu of the price com¬ 
puted under 5 965.50 <b> for the purpose 
of this paragraph: And provided further. 
That for any month when the aggregate 
utilization of Class I and Class H milk 
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for all handlers at pool plants is 90 per¬ 
cent or more of the quantity of producer 
milk received by such handlers, the pay¬ 
ments described pursuant to this para¬ 
graph and 5 965.61 shall not be required. 

19. Delete {965.61 and substitute 
therefor the following: 

5 965.61 Computation of obligation to 
the producer-settlement fund for han¬ 
dlers operating a fluid milk plant which 
is not a pool plant . For each month, 
the obligation to the producer-settle¬ 
ment fund for each handler operating a 
fluid milk plant which is not a pool plant 
shall be computed by the market admin¬ 
istrator by multiplying each hundred¬ 
weight of milk disposed of as Class I 
milk and Class II milk (less the hun¬ 
dredweight of any Class I milk and Class 
n milk purchased by such handler dur¬ 
ing the month from a pool plant) by 
such handler on routes operating within 
the marketing area, by the difference be¬ 
tween the price of the class of disposition 
computed pursuant to §§ 965.51. 965.52, 
and 965.53 and the price computed pur¬ 
suant to § 965.50 (b) adjusted by the 
Class III butterfat differential (§ 965.52): 
Provided . That for each month prior to 
September 1954, the price of Class III 
milk computed pursuant to 5 965.51 (c) 
shall be used in lieu of the price com¬ 
puted under 5 965.50 (b) for the purpose 
of this paragraph. On or before the 
13th day after the end of each month, 
the market administrator shall notify 
each such handler of the amount so 
computed for him, subject to adjustment 
pursuant to I 985.62, and on or before 
the 17tli day after the end of each month 
each such handler shall moke payment 
to the market administrator. 

20. Delete § 965.64 (a) (2) and substi¬ 
tute therefor the following: 

(2) Subtract, if the weighted average 
butterfat test of all producer milk rep¬ 
resented in the sum computed under 
subparagraph (1) of this paragraph, 
is greater than 3.5 percent, or add. if 
the weighted average butterfat test of 
such milk is less than 3.5 percent, an 
amount computed as follows: Multiply 
the hundredweight of such milk by the 
difference of Its weighted average but¬ 
terfat test from 3.5 percent, and multiply 
the resulting amount by the butterfat 
differential for Class III milk times 10. 

21. Renumber subparagraphs (3), (4), 
(5). and (6) of 5 965.64 (a) as subpara¬ 
graphs (4), (5), (6). and (7) and insert 
a new subparagraph (3) as follows: 

(3) Add the sum of the values of the 
location differentials allowable pursu¬ 
ant to 5 965.73 <e). 

22. Delete $ 965.73 (a) and substitute 
therefor the following: 

(a) For each month the market ad¬ 
ministrator shall compute, subject to 
the provisions of paragraph (c) of this 
section, the payment due each producer 
for milk received during such month 
from such producer by a handler who 
made the payments for such month pur¬ 
suant to 5 965.72, by multiplying the 
hundredweight of such milk by the 
uniform price computed pursuant to 
5 965.64 adjusted to the butterfat test 


of such milk by adding or subtracting 
respectively, for each one-tenth of one 
percent that the butterfat content of 
such milk is above or below 3,5 percent, a 
butterfat differential equal to that pro¬ 
vided for Class III milk pursuant to 
5 965.52. and subtracting any charges 
and deductions made pursuant to 
§ 965.72. 

23. Add the following as 5 965.73 <c): 

<c> In computing the payment duo 
each producer pursuant to paragraph 
(a) of this section, the following differ¬ 
ential for location is applicable: A de¬ 
duction of 15 cents per hundredweight 
shall be made with respect to milk re¬ 
ceived from such producer at a pool plant 
located more than 45 miles, by shortest 
highway distance as determined by the 
market administrator, from the City 
Hall in Cincinnati, Ohio. 

24. Delete from § 965.74 the phrase 
"and produced by him" and substitute 
therefor the following phrase: M mllk 
produced by him. and milk received from 
sources other than producers or other 
handlers which latter milk is utilized in 
Class I milk and Class II milk.’* 

Filed at Washington, D. C., this 6th 
day of May 1954. 

(seal! Roy W. Lennartson. 

Deputy Administrator. 
(P. R. Doc. 54-3473; Filed. May 7, 19M; 

8:52 a. m \ 
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[ 14 CFR Part 42 1 

[Draft Release No. 54-15] 
IRREGULAR Am CARRIER AND OfF-ROUTX 

Rules 

CERTIFICATION REQUIREMENTS FOR CERTAIN 
LARGE NONTRANSPORT CATEGORY AIR¬ 
PLANES USED IN PASSENGER OPERATIONS; 
NOTICE OF PROPOSED RULE-MAKING IN 
RESPONSE TO CERTAIN PROPOSALS 

By letter petition dated March 15,1954, 
the Aircraft Engineering Foundation. 
Inc., has requested the Board to amend 
5 42.15 of the Civil Air Regulations re¬ 
lating to the use of airplanes certificated 
after June 30. 1942, otherwise than in 
the transport category. This section 
presently provides that airplanes certifi¬ 
cated as a basic type after June 30,1942, 
shall be certificated as transport cate¬ 
gory airplanes and shall meet the re¬ 
quirements of § 42.70. A proviso to this 
section specifics that this rule shall not 
apply, however, until July 1. 1954, to air¬ 
planes certificated as a basic type after 
June 30. 1942. and prior to July 1, 1951. 

Section 4 (d) of the Administrative 
Procedure Act requires the Board to ac¬ 
cord to any Interested person the right 
to petition for the issuance, amendment, 
or repeal of a rule. Although the Board 
has formed no opinion as to the merits 
of the relief requested, it believes that 
the petition of Aircraft Engineering 
Foundation. Inc., discloses sufficient rea¬ 
sons in support thereof to justify the in¬ 
stitution of public rule-making proceed¬ 
ings thereon. Accordingly, the Board 
extended the deadline date by amend- 
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mcnt 42-22 and stated therein that a 
notice of proposed rule making would 
be issued concurrently or shortly there¬ 
after. In accordance therewith, notice 
is hereby given that the Board will con¬ 
sider the promulgation of an amendment 
to 5 42.15 of the Civil Air Regulations 
(14 CFR 42.15) as set forth In the pro¬ 
posed rule below. 

Interested persons may participate in 
the making of the proposed rule by 
submitting such written data, views, or 
arguments as they desire. Communica¬ 
tions should be submitted in duplicate 
to the Civil Aeronautics Board, attention 
Bureau of Safety Regulation. Washing¬ 
ton 25, D. C. In order to Insure their 
consideration by the Board before tak¬ 
ing further action on the proposed rule, 
communications must be received by 
June 8, 1954. Copies of such communi¬ 
cations will be available after June 10, 
1954 for examination by interested per¬ 
sons In the Docket Section of the Board. 
Room 5412. Department of Commerce 
Building, Washington. D. C. 

The following background material 
nnd related considerations are set forth 
below in order to enable interested per¬ 
sons better to understand the current 
regulatory background and other rele¬ 
vant factors in submitting their com¬ 
ments. 

For several years Part 42 of the Civil 
Air Regulations contained a requirement 
that by January 1. 1954, all large air¬ 
planes used In Irregular air carrier pas¬ 
senger operations must be certificated in 
accordance with the transport category 
requirements and operated in accord¬ 
ance with the transport category per¬ 
formance limitations. This requirement, 
which until recently was Identical to 
provisions In Parts 40 and 41. was in¬ 
tended to require nontransport category 
airplanes, principally the Douglas DC-3, 
the Lockheed L-18, and the Curtiss C- 
48, to comply with stricter requirements 
than those now in effect for passenger 
operations conducted under Part 42. In 
the case of the C-46 these operations are 
further limited by Special Civil Air Reg¬ 
ulation SR-391 which temporarily es¬ 
tablishes a maximum certificated weight 
of 44.300 pounds, with an additional 
3.000 pounds for those airplanes having 
certain type propellers. 

In Civil Air Regulations Amendment 
42-20. adopted December 23. 1953. the 
date by w hich nontransport category air¬ 
planes used in passenger operations con¬ 
ducted under this part were required to 
comply with transport category require¬ 
ments was extended to April 1. 1954. 
This extension was made In order to per¬ 
mit interested persons to submit pro¬ 
posals for amendment of the current 
requirements for certification of the 
C-46 in the transport category. By Civil 
Air Regulations Amendment 42-22, 
adopted March 31. 1954, the compliance 
date wa s again extended to July 1. 1954, 
in order to permit the consideration and 
evaluation of the Aircraft Engineering 
Foundation’s proposal (hereinafter re¬ 
ferred to as the Foundation proposal). 
By the same amendment the require¬ 
ments of Part 42 were changed with 
respect to the Douglas DC-3 and Lock- 
No. 90-6 


heed L-18. to permit these airplanes to 
continue operating under their present 
airworthiness status. 

The Foundation proposal must also be 
considered In the light of a proposed 
program for the modification of the C-46 
which has been advanced by the Air Car¬ 
rier Engineering Services of Miami, 
Florida, and the Air Transport Assoc la- 
ti on, I nc, (hereinafter referred to as the 
ACES-ATA Proposal), This program for 
the modification of the C-46, unlike the 
Foundation proposal, does not envisage 
a material change in the regulations. 
The only regulatory change which the 
ACES-ATA proposal identifies as neces¬ 
sary is a waiver of the current transport 
category requirement for “birdproof 
windshields." 

The Foundation proposal Includes cer¬ 
tain pilot training and aircraft mainte¬ 
nance provisions which are proposed to 
prevent the recurrence of accidents in¬ 
volving pilot error and deficient aircraft 
maintenance. However, the Board con¬ 
siders that the Immediate issue is one in¬ 
volving the future certification status of 
the C-46 and. therefore, comment Is now 
solicited solely with respect to that por¬ 
tion of the Foundation’s proposal which 
relates specifically to aircraft airworthi¬ 
ness and performance. Other related 
matters involving irregular air carrier 
operations are being considered sepa¬ 
rately in conjunction with a proposed 
revision of Part 42 which is being circu¬ 
lated as Draft Release 54-5. 

A paraphrase of the modifications to 
the C-46 proposed by ACES-ATA is as 
follows: 

(a) Modernization of the braking sys¬ 
tem so as to permit higher operating 
pressures, an emergency air system to 
augment the hydraulic system, and the 
installation of antiskid features. 

(b) The replacement of current Pratt 
& Whitney R-280O-75 engines with R- 
2800—34 engines. 

(c) The replacement of present pro¬ 
peller installation with Hamilton Stand¬ 
ard 33E60/6899-8 propellers. 

(d> The installation of an auto-feath¬ 
ering system. 

(e) The installation of a redesigned 
cowling and engine nacelle. 

(f) Installation of a modem fire de¬ 
tector system. 

(g) Installation of a "two-shot" CO, 
fire extinguisher system. The Founda¬ 
tion estimated that the total cost per 
airplane of the modification of the C-46 
to comply with the provisions of its pro¬ 
posal would be approximately $15,000. 
The Air Carrier Engineering Services 
estimated that the cost of the ACES- 
ATA modification would be less than 
$65,000. 

Although the Foundation proposal re¬ 
lates primarily to the use of the C-46 
aircraft In Irregular operations, it should 
also be considered in the light of possible 
extension to Paris 40 and 41, relating to 
regular operations in interstate and for¬ 
eign and overseas air transportation* 

This notice is proposed under author¬ 
ity of Title VI of the Civil Aeronautics 
Act of 1938. as amended. 

(Bee 205; 52 SUt 984; 49 U. S. C. 425. In¬ 
terpret or apply tecs. 601-610; 52 SUt. 1007- 
1012. as amended; 49 U. S. C. 551-560) 
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Dated: May 4. 1954, at Washington, 
D. C. 

By the Civil Aeronautics Board. 

(seal] M. C. Mulligan. 

Secretary. 

AIRCRAFT ENGINEERING FOUNDATION'S REC¬ 
OMMENDED REGULATORY TREATMENT FOR 

C—49 TYPE AIRCRAFT 

1. Notwithstanding other regulatory 
requirements, all C-46 aircraft used in 
commercial service must comply with 
the following rules by March 31. 1955: 
Provided , That. C-46 aircraft certifi¬ 
cated under existing (as of March 31, 
1954 > type certificates may be continued 
in operation beyond July 1, 1954, under 
the provisions of SR-391 provided the 
Board is furnished information by the 
Administrator prior to that date that 
such aircraft is subject to the Aircraft 
Engineering Foundation C-46 program 
or a program which will provide an 
equivalent level of overall safety. 

2. Basic airworthiness rules . a. Com¬ 
pliance with an existing (as of Febru¬ 
ary 11, 1954) aircraft type certificate. 
(February 11 is the date of the Founda¬ 
tion's application for a supplementary 
type certificate.) 

b. Sections 4b.450 through 4b.453. 
(These are the regulations in the Trans¬ 
port Category covering engine cooling.) 

c. Applicable parts of IS 4b.480 through 
4b.490. (These are the regulations in 
the Transport Category covering power- 
plant fire protection.) 

3. Performance . a. Provisions of 
present certification requirements and 
S3 42.82 and 42.83. 

b. Maximum take-off weight to be 
determined as follows: The maximum 
take-off weight for a given altitude shall 
not exceed the weight at which the 
steady rate of climb in feet per minute 
is equal to 0.02V,/ when measured out 
of ground effect with: 

I. Wing flaps in take-off position. 

ii. Engine cooling controls in the 
take-off position. 

iii. Center of gravity in the most un¬ 
favorable position permitted for take¬ 
off. 

iv. On those aircraft on which a de¬ 
vice which will automatically warn the 
pilot of engine failure and which will 
positively identify the engine that has 
failed is installed, the critical engine in¬ 
operative and Its propeller feathered. 
On all other aircraft, the propeller shall 
be assumed to be windmilling with the 
propeller control in the position nor¬ 
mally used during take-off. 

v. The remaining engine at the take¬ 
off power available at that altitude. 

vi. Speed equal to minimum take-off 
safety speed (V,). 

vii. Landing gear retracted. (It will 
be noted that this requirement is identi¬ 
cal to the present "second segment" re¬ 
quirement of the Transport Category 
with two exceptions. The first of these 
is that the propeller of the inoperative 
engine is considered feathered when a 
device is Installed which will automat¬ 
ically Indicate the failed engine. This 
concept was contained in the original 
proposals of the Foundation and is a 
vital part of the entire plan of oper- 
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ation. The second is the substitution 
of 0.02V$ t a for 0.0351V in the rate of 
climb formula.) 

c. Accelerate-stop distance to be de¬ 
termined in accordance with i $ 42.72 (a) 
and 4b.ll5. (Transport Category re¬ 
quirement.) 

d. Take-off distances to be determined 
as follows: It shall be possible to accel¬ 
erate to the critical-engine-f allure speed 
< V.) with both engines operating at take¬ 
off power and, assuming a sudden failure 
of the critical engine at that point, to 
climb to a height of 35 feet before pass¬ 
ing over the end of the take-off area. In 
determining the take-off distance, the 
airplane configuration may be changed 
in any readily reproducible manner but 
an airspeed not less than the minimum 
take-off safety speed < V») shall be main¬ 
tained during the climb. 

e. Temperature, gradient and wind 
accountability to be determined as fol¬ 
lows: 

J. Temperature in accordance with 
4b.U7. 

11. Runway gradient greater than 0.5 
percent. 

iii. Wind in accordance with f 42.72 
<C>. 

4. Airplane Flight Manual. Sections 
4b.740 through 4b.743. In addition, 
$ 4b.743 (a) should Include performance 
data and procedures for drift-down for 
the altitudes at which such a technique 
Is applicable. 

5. Authority to Administrator. The 
Administrator is authorized hereby to 
issue such supplementary type certif¬ 
icates for modifications as may be ap¬ 
plied for to meet these requirements, 

IP. R. Doc, 64-3453; Filed. May 7. 1064; 

8:50 a. m. | 


SECURITIES AND EXCHANGE 
COMMISSION 
f 17CFR Port 230 1 

General Rules and Regulations, 
Securities Act of 1933 

DEFINITION or TERMS USED IN THE ACT 

Notice is hereby given that the Com¬ 
mission has under consideration a pro¬ 
posed amendment of $ 230.154 (Rule 154) 
which defines certain terms used in sec¬ 
tion 4 <2) of the Securities Act of 1933. 
That section exempts from the prospec¬ 
tus requirements of the act: "Brokers’ 
transactions, executed upon customers’ 
orders on any exchange or in the open 
or counter market, but not the solicita¬ 
tion of such orders.” 

It has come to the Commission’s atten¬ 
tion that as a result of the decision in 
the Ira Haupt k Company case in 1946 
(23 SEC 589). doubts have arisen as to 
the scope of the exemption provided by 
section 4 (2), where sales are effected on 
behalf of a person who is in a control 
relationship with the Issuer. It is the 
Commission’s position that the fact that 
the selling stockholder is in a control 
position does not necessarily preclude 
reliance by the broker upon the exemp¬ 
tion. 

The purpose of the proposed amend¬ 
ment is to make it clear that the question 
of the availability of tlie exemption docs 


not turn solely upon whether the selling 
stockholder is a controlling person, but 
whether such person, to the actual or 
constructive knowledge of the broker, is 
effecting a distribution of his holdings. 
Distribution is defined in the proposed 
amendment as not applying to isolated 
sales by controlling persons in amounts 
not substantial in relation to the aggre¬ 
gate volume of trading in such security. 

The proposed amendment to Rule 154 
would define the term "brokers' transac¬ 
tions" as used in section 4 (2) of the act 
to include transactions of sale executed 
by a broker for the account of any person 
controlling the Issuer where such broker 
performs no more than the usual and 
customary broker's functions and the 
compensation he receives, directly or in¬ 
directly, does not exceed the usual and 
customary broker's commission. The 
exemption would not be available, how¬ 
ever. if the broker knows that the person 
for whom the broker is acting is engaged 
in the distribution of the security which 
Is the subject of the transaction. 

The text of the rule, as amended, 
would read as follows: 

§ 230.154 Definition of certain terms 
used in section 4 (2). (a) The term 

"brokers' transactions" in section 4 (2) 
of the act shall be deemed to include 
transactions by a broker for the account 
of any person controlling the issuer only 
where (1) the broker performs no more 
than the usual and customary broker’s 
functions and the compensation received 
docs not exceed the usual and customary 
broker's commission, and (2) the broker 
is not aware of circumstances indicating 


that the person for whom such broker is 
acting is engaged in the distribution of 
the security which is the subject of the 
transaction. 

<b) The term "solicitation of such 
orders" in section 4 (2) of the act shall 
be deemed to include the solicitation of 
an order to buy a security, but shall not 
be deemed to include the solicitation of 
an order to sell a security. 

<c) Where within the previous 60 days 
a dealer has made a written bid for a 
security or a written solicitation of an 
offer to sell such security, the term 
"solicitation" in section 4 <2) shall not 
be deemed to include an inquiry regard¬ 
ing the dealer’s bid or solicitation 

<d) The term "distribution'' as used in 
paragraph <a) of tills section shall not 
apply to an Isolated sale or sales by a 
controlling person Involving amounts 
not substantial in relation to the aggre¬ 
gate volume of trading in such security. 

All interested persons are invited to 
submit views and comments on the 
above-mentioned proposal in writing to 
the Securities and Exchange Commis¬ 
sion. 425 Second Street NW.. Washing¬ 
ton 25, D. C., on or before June 1, 1954. 
Views or comments received will be 
available for public Inspection unless in 
any case a person requests that his com¬ 
ments shall not be made public. 

By the Commission. 

(SEAL] ORVAL L. DuBOLS. 

Secretary. 

April 30. 1954. 

IP. R. Doc. 64 3432; Piled, May 7. 1954; 

8.45 a. m.) 
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DEPARTMENT OF THE INTERIOR 

Office of the Secretary 
Alaska 

notice for filing objections to revoca¬ 
tion or EXECUTIVE ORDERS OF DECEMBER 
31, 1898, NOVEMBER 31. 1902, AND NO. 
1087 OF APRIL 23. 1909, AND PUBLIC LAND 
ORDER NO. 641, OF DECEMBER 22. 1948; 
PARTIAL REVOCATION OF EXECUTIVE ORDER 
NO. 6 OF FEBRUARY 20. 1897; RESERVATION 
OF PORTIONS or RELEASED lands for cer¬ 
tain PUBLIC PURPOSES 1 

For a period of 60 days from the date 
of publication of the above entitled order, 
persons having cause to object to the 
terms thereof may present their objec¬ 
tions to the Secretary of the Interior. 
Such objections should be in writing, 
should be addressed to the Secretary of 
the Interior, and should be filed in dupli¬ 
cate in the Department of the Interior, 
Washington 25. D. C. In case any objec¬ 
tion is filed and the nature of the oppo¬ 
sition is such as to warrant it, a public 
hearing will be held at a convenient time 
and place, which will be announced, 
where opponents to the order may state 
their views and where the proponents of 


• 8cr P. R Doc. 54-3428, Title 43. Chapter I, 
Appendix, FLO 960. tupra* 


the order can explain its purpose, intent, 
and extent. Should any objection be 
filed, whether or not a hearing is held, 
notice of the determination by the Sec¬ 
retary as to whether the order should be 
rescinded, modified or let stand will be 
given to all Interested parties of record 
and the general public. 

Ormk Lewis. 

Assistant Secretary of the Interior. 

April 30, 1954. 

IP. R. Doc. 64-3429; Plied. May 7. 1954; 

8:46 a. m.| 


DEPARTMENT OF AGRICULTURE 

Agricultural Research Service 

Notice of Organization. Functions 
and Authorities 

MISCELLANEOUS AMENDMENTS 

The Notice of Organization . Functions 
and Authorities published in 19 F R* 
514 on January 29, 1954, is amended as 
follows: 

1. Section IV. C, 1. a. on page 517 en¬ 
titled Plant Pest Control Branch i* 
amended by substituting the following 
paragraph: 

a. Plant Pest Control Branch. Under 
the general supervision of the Director of 
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Crops Regulatory Programs and pursu¬ 
ant to general and special authorization 
and in cooperation with other Federal, 
State and other public and private agen¬ 
cies, as appropriate, conducts programs 
to eradicate, suppress or control insect 
pests, plant diseases, and noxious weeds, 
as assigned. Including new Introductions 
which may have become established in 
limited areas within the United States. 
Combats insects or plant diseases which 
occur in emergency outbreaks and re¬ 
quire organized control efTort over wide 
areas. Provides leadership for a na¬ 
tionwide insect survey to furnish a basis 
for forecasting insect outbreaks and 
advising industry and farmers as to the 
kind and extent of controls needed. Ad¬ 
ministers the Insecticide. Fungicide and 
Rodenticide Act of 1947. 

2. Section TV. C. 2. a. on page 517 en¬ 
titled Animal Disease Eradication 
Branch is amended as follows: 

a. Animal Disease Eradication Branch. 
Under the general supervision of the 
Director of Livestock Regulatory Pro¬ 
grams. administers statutory authorities 
and related regulations, and in coopera¬ 
tion with the States and other Federal 
agencies, as appropriate, conducts 
Nation-wide programs for the control 
and eradication of livestock and poultry 
diseases. Administers the acts and regu¬ 
lations governing the Interstate move¬ 
ment of livestock and poultry to pre¬ 
vent the spread of communicable animal 
diseases, and enforcement of the 28- 
Hour Law. As authorized, furnishes 
technical assistance to and cooperates 
with foreign governments in livestock 
disease control and eradication meas¬ 
ures. 

3. Section IV, C. 2, b. on page 517 en¬ 
titled Animal Quarantine Branch is 
amended as follows: 

b. Animal Inspection and Quarantine 
Branch. Under the general supervision 
of the Director of Livestock Regulatory 
Programs, administers statutory author¬ 
ities and related regulations governing 
the inspection, certification, humane 
t reatment and safe transport of animals 
for exportation, and laws and regula¬ 
tions designed to prevent the introduc¬ 
tion into the United States of livestock 
and poultry diseases of foreign origin 
and the certification for free entry of 
purebred livestock for breeding purposes. 
Administers the Virus-Scrum Toxin Act 
and the Hog Cholera Serum and Virus 
Marketing Agreement Act. 

Done at Washington. D. C., this fourth 
day of May 1954. 

1 SEAL 1 M. R. CLARKSON. 

Acting Administrator. 

Agricultural Research Service. 

I* R Do c. 54-3462: Piled. May 7, 1954; 

8:52 a. m.J 


CIVIL AERONAUTICS BOARD 

(Docket No. 6305 et al J 

Hawaiian Airlines, Ltd. and Trans¬ 
pacific Airlines. Ltd. 

notice or hearing 

In the matter of the compensation for 
the transportation of mail by aircraft. 


the facilities used and useful therefor, 
and the services connected therewith of 
Hawaiian Airlines, Ltd., beginning Sep¬ 
tember 3. 1953, and Trans-Pacific Air¬ 
lines. Ltd., beginning January 8. 1953. 

Notice is hereby given, pursuant to the 
provisions of the Civil Aeronautics Act 
of 1938, as amended, that hearing In the 
above-indicated proceeding is assigned 
to be held on May 17.1954, at 10:00 a. rn.. 
e. d. t. in Room 1512, Temporary Build¬ 
ing No. 4, Seventeenth and Constitution 
Avenue NW., Washington. D. C„ before 
Examiner Herbert K. Bryan. 

Dated at Washington. D. C., May 4, 
1954. 

(seal) Francis W. Brown. 

Chief Examiner . 

(P. R. Doc. 54-3454; Filed. May 7. 1954; 

8:50 a. mj 


(Docket No. 66701 
Linee Aerex Italians. S. P. A. 

NOTICE or HEARING 

In the matter of the application of 
Linee Acree Italiane. S. P. A., for an 
amendment of its foreign air carrier per¬ 
mit to Include Milan and Naples as traffic 
points on its Rome-New York flights. 

Notice is hereby given that a hearing 
In the above-entitled proceeding Is as¬ 
signed to be held on May 11, 1954. at 
2:00 p. m.. e. d. t., in Room 5042. Com¬ 
merce Building, Fourteenth Street and 
Constitution Avenue NW.. Washington. 
D. C., before Examiner Walter W. Bryan. 

Dated at Washington, D. C. t May 6, 
1954. 

(seal] Francis W. Brown. 

Chief Examiner. 

(P. R. Doc. 54- 3484; Filed. May 7. 1954; 

8:56 A, m.J 


DEPARTMENT OF JUSTICE 

Office of Alien Property 

Carlo Del Frate et al. 

notice or intention to return vested 
property 

Pursuant to section 32 (f) of the 
Trading With the Enemy Act. as amend¬ 
ed. notice is hereby given of intention to 
return, on or after 30 days from the date 
of publication hereof, the following 
property, subject to any increase or de¬ 
crease resulting from the administration 
thereof prior to return, and after ade¬ 
quate provision for taxes and conserva¬ 
tory expenses: 

Claimant. Claim No.. Property, end Location 

Carlo Del Prate, Susanna Del Prate and 
Amelia Del Prate, Rome. Italy. Claim No. 
39635; $231.59 In the Treasury of the United 
Slates and stock of the De Noblll Cigar Com¬ 
pany. a New York corporation, consisting of 
40 shares, third preferred capital stock, par 
value $25 per shore. Certificate No. 140 and 40 
shares, common capital stock, par value $50 
per share. Certificate No. 83. presently In 
custody of Safekeeping Department. Federal 
Reserve Bank of New York, at New York 
City; one-third thereof to each claimant. 
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Executed at Washington, D. C.. on 
May 3, 1954. 

For the Attorney GencraL 

[seal] Paul V. Myron, 

Deputy Director. 
Office of Alien Property. 

(P. R. Doc. 54-3451: FUed. May 7, 1954: 
8:49 a. m.] 


Mme Suzanne and M. Jean Pierre 
Gxraudoux 

notice or intention to return vested 

PROPERTY 

Pursuant to section 32 (f) of the Trad¬ 
ing With the Enemy Act. as amended, 
notice is hereby given of intention to 
return, on or after 30 days from the 
date of publication hereof, the following 
property located in Washington. D. C., 
Including all royalties accrued thereun¬ 
der and all damages and profits recov¬ 
erable for past Infringement thereof, 
after adequate provision for taxes and 
conservatory expenses: 

Claimant. Claim No., end Property 

Mme. Suzanne Glrmudoux, 89 Qua! 
d'Orsay. Par la. Prance: M. Jean Pierre 
Olraudoux. 17 Rue Seguier. Paris, Prance: 
Claim No 39923: $1.98742 In the Treasury of 
the United Slates; $1,967.41 in the Treasury 
of the United 8Utcs. 

All right, title. Interest and claim of what- 
aoever kind or nature In and to every copy¬ 
right. claim of copyright, license, agreement, 
privilege, power and every right of whatso¬ 
ever nature, including but not limited to all 
monies and amounts, by way of royalties, 
share of profits or other emolument, and all 
causes of net Ion occrued or to accrue, relat¬ 
ing to the work entitled "Amphytrlon 38.** 
as listed in Exhibit A to Vesting Order No. 
3430 (9 P. R. 0464. June 13. 1944). to the 
extent owned by the claimants. Immediately 
prior to the vesting thereof by Vetting Order 
No. 3430. 

Executed at Washington, D. C„ on 
May 3. 1954. 

For the Attorney General. 

(seal] Paul V. Myron. 

Deputy Director. 

Office of Alien Property. 

|P. R. Doc. 54-3452; Filed. May 7, 1954: 
8:49 a. m.J 


FEDERAL POWER COMMISSION 

| Docket No. 0-2335] 

Oltn Interstate Corp. 
notice or findings and order 

May 4, 1954. 

Notice is hereby given that on April 
30. 1954. the Federal Power Commission 
Issued its order adopted April 30.1954. in 
the above-entitled matter. Issuing a cer¬ 
tificate of public convenience and neces¬ 
sity authorizing Olin Interstate Corpora¬ 
tion to acquire by merger and to operate 
the facilities of Interstate Natural Gas 
Company, Incorporated. 

[seal] J. H. Gutride. 

Acting Secretary. 

(F. R. Doc. 54-3435; Plied. May 7. 1954; 

8:46 a. m.J 
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NOTICES 


(Docket No. 0-23501 
Dome Gas Company, Inc. 

NOTICE OP FINDINGS AND ORDER 

May 4, 1954. 

Notice Is hereby given that on April 
30. 1954, the Federal Power Commission 
issued its order adopted April 28. 1954, 
in the above-entitled matter, directing 
sale and delivery of natural gas by Texas 
Gas Transmission Corporation to Dome 
Gas Company, Inc. 

(seal! J. H. Outride, 

Acting Secretary. 

(P. R. Doc. 54-3436; Filed, Mny 7, 1954; 
8:47 a. m.) 


|Docket No. 0-2379] 

United Gas Pipe Link Co. 

notice or order permitting and approv¬ 
ing ABANDONMENT OP NATURAL-CAS PACIL- 

ities 

May 4. 1954. 

Notice is hereby given that on April 
30, 1954, the Federal Power Commission 
Issued Its order adopted April 28. 1954, 
permitting and approving abandonment 
of natural-gas facilities in the above-en¬ 
titled matter. 

(seal! J. H. Gutride, 

Acting Secretary . 

JF. R. Doc. 54-3437; Filed, May 7, 1954; 
8:47 a. m.J 


(Docket No«. ID-337, ID-1213] 

Frederick J. Dunn and H. Bissell 
Carey, Ji. 

NOTICE OP ORDERS AUTHORIZING APPLICANTS 
TO HOLD CERTAIN POSITIONS 

May 4. 1954. 

In the matters of Frederick J. Dunn, 
Docket No. ID-337; H. Bissell Carey, Jr., 
Docket No. ID-1213. 

Notice is hereby given that on May 3, 
1954, the Federal Power Commission 
issued its orders adopted April 28, 1954, 
authorizing applicants to hold certain 
positions pursuant to section 305 <b) of 
the Federal Power Act in the above- 
entitled matters. 

(seal! J. H. Gutride. 

Acting Secretary . 

(F. R. Doc. 54-3439; Filed, May 7. 1954; 
8:47 a. m.J 


(Docket No. IT-5375) 

B. k P. Bridge Company op Weslaco and 
Central Power and Light Co. 

notice op order authorizing export op 

ELECTRIC ENERGY 

May 4, 1954. 

Notice is hereby given that on May 3, 
1954. the Federal Power Commission is¬ 
sued its order adopted April 28. 1954. 
authorizing export of electric energy and 


superseding previous authorization In 
the above-entitled matter. 

(seal! J. H. Gutride, 

Acting Secretary. 

|F. R. Doc. 54-3440; Filed. May X 1954; 
8:47 a. m.J 


(Project No. 20291 
Daiste B. Weaver 

NOTICE OP ORDER AMENDING UCENSE 
(MINOR) 

May 4,1954. 

Notice is hereby given that on May 4, 
1954, the Federal Power Commission is¬ 
sued its order adopted April 28, 1954, 
amending license (Minor) in the above- 
entitled matter. 

I seal 1 J. H. Gutride, 

Acting Secretary. 

|F. R. Doc. 543441; Filed, May 7. 1954; 
8:47 a. m | 


INTERSTATE COMMERCE 
COMMISSION 

(4th Sec. Application 29214] 

Caustic Soda From Whitehall-Mon- 

taghe, Mich., to Cincinnati, Ohio 

application for relief 

May 5. 1954. 

The Commission is in receipt of the 
above-entitled and numbered applica¬ 
tion for relief from the long-and-short- 
haul provision of section 4 <1) of the 
Interstate Commerce Act. 

Filed by; H. R. Hinsch, Agent, for car¬ 
riers parties to schedule listed below. 

Commodities involved: Sodium (soda), 
caustic (sodium hydroxide) in solution, 
in tank-car loads. 

From: Whitehall-Montague, Mich. 

To: Cincinnati, Ohio. 

Grounds for relief: Rail competition, 
circuity, market competition, and addi¬ 
tional origin. 

Schedules filed containing proposed 
rates: Chesapeake and Ohio Railway 
Company, I. C. C. No. 13168. supp. 158. 

Any interested person desiring the 
Commission to hold a hearing upon such 
application shall request the Commis¬ 
sion in writing so to do within 15 days 
from the date of this notice. As pro¬ 
vided by the general rules of practice of 
the Commission, Rule 73. persons other 
than applicants should fairly disclose 
their interest, and the position they in¬ 
tend to take at the hearing with respect 
to the application. Otherwise the Com¬ 
mission. in its discretion, may proceed 
to investigate and determine the matters 
involved in such application without fur¬ 
ther or formal hearing. If because of 
an emergency a grant of temporary relief 
is found to be necessary before the expi¬ 
ration of the 15-day period, a hearing, 
upon a request filed within that period* 
may be held subsequently. 

By the Commission. 

(seal) George W. Laird, 

Secretary. 

|F. R. Doc. 54-3442; Filed, May 7. 1954; 

8:48 A. m.J 


(4th Sec. Application 29215] 

Paint and Paint Materials From Atlan¬ 
ta and East Point, Ga.. to Charlotte, 

N. C. 

APPLICATION FOR RELIEF 

May 5. 1954. 

The Commission is in receipt of the 
above-entitled and numbered applica¬ 
tion for relief from the long-and-short- 
haul provision of section 4 <1) of the 
Interstate Commerce Act. 

Filed by: R. E. Boyle. Jr., Agent, for 
carriers parties to schedule listed below. 

Commodities involved: Paint, paint 
material, or putty, carloads. 

From: Atlanta and East Point, Ga. 

To: Charlotte. N. C. 

Grounds for relief: Competition with 
rail carriers, circuitous routes, and com¬ 
petition with motor carriers. 

Schedules filed containing proper rl 
Tates: C. A. Spanlnger, Agent, L C. C. 
No. 1295. supp. 67. 

Any interested person desiring the 
Commission to hold a hearing upon such 
application shall request the OommLs- 
slon in writing so to do within 15 days 
from the date of this notice. As pro¬ 
vided by the general rules of practice 
of the Commission. Rule 73. persons 
other than applicants should fairly dis¬ 
close their interest, and the position they 
intend to take at the hearing with respect 
to the application. Otherwise the Com¬ 
mission. in its discretion, may proceed to 
investigate and determine the matters 
Involved in such application without 
further or formal hearing. If because 
of an emergency a grant of temporary 
relief is found to be necessary before the 
expiration of the 15-day period, a hear¬ 
ing. upon a request filed within that 
period, may be held subsequently. 

By the Commission. 

(seal! George W. Laird, 

Secretary. 

]F. R. Doc. 54-3443: Filed. May 7, 1054; 

8:48 a. m ] 


(4th Sec. Application 29216] 

Sulphuric Acid From Cottondalf, Fm., 
to Esxay, Ga. 

application for relief 

May 5. 1954 

The Commission is in receipt of the 
above-entitled and numbered applica¬ 
tion for relief from the long-and-shoi t- 
haul provision of section 4 (1) of the 
Interstate Commerce Act. 

Filed by; R E. Boyle. Jr.. Agent, for 
the Atlanta k Saint Andrews Bay Rail¬ 
way for the Atlantic Coast Line Railroad 
Company, and Georgia Southern and 
Florida Railway Company. 

Commodities involved: Sulphuric Acid, 
in tank-carloads. 

From; Cottondale, Fla. 

To: E6kay, Ga. 

Grounds for relief: Competition with 
rail carriers, and circuitous routes. 

Schedules filed containing proposed 
rates: C. A. Spanlnger, Agent. I. C. C. 
No. 1357, supp. 36. 

Any interested person desiring the 
Commission to hold a hearing upon such 
application shall request the Commit- 
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sion in writing so to do within 15 days 
from the date of this notice. As provided 
by the general rules of practice of the 
Commission, Rule 73. persons other than 
applicants should fairly disclose their in¬ 
terest. and the position they Intend to 
take at the hearing with respect to the 
application. Otherwise the Commission, 
In its discretion, may proceed to investi¬ 
gate and determine the matters involved 
in such application without further or 
formal hearing. If because of an emer¬ 
gency a grant of temporary relief is 
found to be necessary before the expira¬ 
tion of the 15-day period, a hearing, 
upon a request filed within that period, 
may be held subsequently. 

By the Commission. 

[seal] Georce W. Laird. 

Secretary . 

(F R. Doc. 54 3444: Filed. May 7. 1954; 

8:40 a. in.) 


(4th Sec. Application 29217| 

Hides, Pelts or Skins Prom Birmingham. 

Ala.. Benneitsville. S. C.. Goldsboro. 

N. C.. and Baton Rouge. La., to Phila¬ 
delphia. Pa. 

application for relief 

May 5. 1954. 

The Commission is In receipt of the 
above-entitled and numbered application 
for relief from the long-and-short-haul 
provision of section 4 (1) of the Inter¬ 
state Commerce Act 

Filed by: R. E. Boyle. Jr.. Agent, for 
carriers parties to schedules listed below. 

Commodities Involved: Hides, pelts or 
skins, carloads. 

From: Birmingham. Ala., Bennetts- 
vllle, S. C.. Goldsboro, N. C., and Baton 

Rouge. La. 

To: Philadelphia, Pa. 

Grounds for relief: Rail competition, 
circuity, to apply rates constructed on 
the basis of the short line distance for¬ 
mula, and additional origins. 

Schedules filed containing proposed 
rates: C. A. Spaninger. Agent. I. C. C. 
No. 1324, supp. 73; W. P. Emerson, Jr., 
Agent. I. C. C. No. 422, supp. 27. 

Any interested person desiring the 
Commission to hold a hearing upon such 
application shall request the Commission 
In writing so to do within 15 days from 
the date of this notice. As provided by 
the general rules of practice of the Com¬ 
mission, Rule 73. persons other than ap¬ 
plicants should fairly disclose their in¬ 
terest. and the position they Intend to 
take at the hearing with respect to the 
application. Otherwise the Commission, 
in its discretion, may proceed to investi¬ 
gate and determine the matters involved 
in such application without further or 
formal hearing. If because of an emer¬ 
gency a grant of temporary relief is 
found to be necessary before the expira¬ 
tion of the 15-day period, a hearing, upon 
a request filed within that period, may 
be held subsequently. 

By the Commission. 

isr.AL] George W. Laird, 

Secretary . 

IF. R. Doc. 54-3445; Piled, May 7. 1954; 

0:48 a. m.| 


(4th Sec. Application 29218) 

Commodity Rates Prom or to Cabot, 
Mass. 

APPLICATION FOR RELIEF 

May 5. 1954. 

The Commission is In receipt of the 
above-entitled and numbered application 
for relief from the long-and-short-haul 
provision of section 4 (1) of the Inter¬ 
state Commerce Act. 

Piled by: C. W. Boin and Frank Van 
Ummersen, Agents, for carriers parties 
to the application. 

Involving: Commodity rates. 

Between: Cabot. Mass., on the one 
hand, and points In the United States 
and Canada, on the other. 

Grounds for relief: Rail competition, 
circuity, to maintain grouping, and 
newly established station. 

Any Interested person desiring the 
Commission to hold a hearing upon such 
application shall request the Commis¬ 
sion in writing so to do within 15 days 
from the date of this notice. As pro¬ 
vided by the general rules of practice of 
the Commission, Rule 73. persons other 
than applicants should fairly disclose 
their interest, and the position they in¬ 
tend to take at the hearing with respect 
to the application. Otherwise the Com¬ 
mission. in its discretion, may proceed to 
investigate and determine the matters 
involved in such application without fur¬ 
ther or formal hearing. If because of 
an emergency a grant of temporary re¬ 
lief is found to be necessary before the 
expiration of the 15-day period, a hear¬ 
ing. upon a request filed within that 
period, may be held subsequently. 

By the Commission. 

(seal) George W. Laird. 

Secretary . 

|F. R, Doc. 54 3446: Filed, May 7, 1951; 

8:48 a. m ) 


(4th Sec. Application 29219] 

Various Commodities Between Points 
in Montana and the Southwest 

APPLICATION FOR RELIEF 

May 5. 1954. 

The Commission is in receipt of the 
above-entitled and numbered applica¬ 
tion for relief from the long-and-short- 
haul provision of section 4 <1> of the 
Interstate Commerce Act. 

Plied by: W. J. Pruetcr, Agent, for car¬ 
riers parties to his tariff L C. C. No. 1560. 

Commodities involved: Various com¬ 
modities. 

Between: Points In Montana, on the 
one hand, and points in Arkansas. Lou¬ 
isiana. New Mexico. Oklahoma and 
Texas, in so-called group H. on the other. 

Grounds for relief: Competition with 
rail carriers, circuitous routes, and to 
maintain grouping. 

Any Interested person desiring the 
Commission to hold a hearing upon such 
application shall request the Commission 


In writing so to do within 15 days from 
the date of this notice. As provided 
by the general rules of practice of the 
Commission. Rule 73. persons other than 
applicants should fairly disclose their In¬ 
terest. and the position they intend to 
take at the hearing with respect to the 
application. Otherwise the Commission, 
in its discretion, may proceed to In¬ 
vestigate and determine the matters in¬ 
volved in such application without 
further or formal hearing. If because of 
an emergency a grant of temporary re¬ 
lief is found to be necessary before the 
expiration of the 15-day period, a hear¬ 
ing, upon a request filed within that 
period, may be held subsequently. 

By the Commission. 

(seal] George W. Laird, 

Secretary. 

(F. R. Doc. 54-3447; Filed. May 7. 1954; 

8:48 a. m.j 


(4th Sec. Application 29220] 

Matches From Barberton, Ravenna and 

Wadsworth. Ohio, to Southern Ter¬ 
ritory 

application roR relief 

May 5, 1954. 

The Commission is in receipt of the 
above-entitled and numbered application 
for relief from the long-and-short-haul 
provision of section 4 (1) of the Inter¬ 
state Commerce Act 

Plied by: H. R. Hinsch. Agent, for 
carriers parties to his tariff I. C. C. No. 
4510. pursuant to fourth-section order 
No. 17220. 

Commodities involved: Matches, car¬ 
loads. 

Prom: Barberton. Ravenna and 
Wadsworth. Ohio. 

To: Points in southern territory. 

Grounds for relief: Competition with 
rail carriers and circuitous routes. 

Any interested person desiring the 
Commission to hold a hearing upon 
such application shall request the Com¬ 
mission in writing so to do within 15 
days from the date of this notice. As 
provided by the general rules of practice 
of the Commission. Rule 73. persona 
other than applicants should fairly dis¬ 
close their interest, and the position 
they Intend to take at the hearing with 
respect to the application. Otherwise 
the Commission, in its discretion, may 
proceed to investigate and determine the 
matters involved in such application 
without further or formal hearing. If 
because of an emergency a grant of 
temporary relief is found to be necessary 
before the expiration of the 15-day pe¬ 
riod. a hearing, upon a request filed 
within that period, may be held subse¬ 
quently. 

By the Commission. 

[seal] George W. Laird. 

Secretary. 

[F. R. Doc. 54-3448; Piled. May 7, 1954; 

0:49 a. m.j 









